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You will need to search the history of life insurance 
very closely to find the companies which have 
reached the Hundred Million mark in business in 
force in sixteen years. 





You will have to look doubly close for the rare in- 
stances where this has been done by straight under- 
writing methods—no absorption or reinsurance of 
other companies—just the regular production of the 





company’s own agents. 


This is the record of the Peoria Life. Such a record 
tells its own story of the character of the Company 


and its Agency Force. 





Peoria Life Insurance Company 
PEORIA ILLINOIS 




















Service 


SHE true worth of an insurance company is 
1} not to be measured so much by what it has 
7¥4 accumulated,as by the character and amount 
of service it renders. 





Believing this, The National has stressed no feature 
of its business as it has service. Every transaction with 
the public must be with this end in view. Service must 
be the ultimate of all ideals—the object of all effort. 


The figures in our financial statement are but mute 
evidence of a story of service. More than thirty-five 
millions paid to policy-holders or their beneficiaries. 
Four-fifths of this vast sum was paid to policy-holders 
themselves when their earnings had ceased. Threaded 
into these figures are stories of the highest order of 
service. 


Our slogan, “Shielding Millions—Are We Shielding 


You?” is literally true. 


The National Life and Accident 


Insurance Company, Inc. 


Home Office National Building Nashville, Tennessee 
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Nie YY) 
RW iS We 
Wy; When you want to know everything about a man, go to his home town and Wea 
ave ask the “home folks” about him. They know him. ti 
We J ‘ 
SE It’s the same way with an Insurance Company. We 
| WH ' ' ity: 
| Qe The “home folks,” and that includes its family of Agents wherever located, : WZ 
NIA are the ones best qualified to tell what kind of a Company it really is B 
SMe : , ; ' NE 
| Sorel The cordial good will that always has existed between the American Na- we 
| Siz tional and its Agents has been the dominant force in making it a leading Com- Ws 
en An ‘ , mye 
|| yay] Pany. We 
fend Working with rather than for the Company, American National Agents sti 
| Nye have interpreted American National ideals for integrity and Service to policy- WB 
eNYViE holders in such a way as to naturally build up good will for themselves as well Mi 
WE . SN 
SE as their Company. aS 
m2 se — , ‘ , : : In? 
Ve Ability and willingness to render impressive service year in and year out, WHA 
a in good times and in bad, is the real test of Company co-operation and the i 
| Sve American National has stood the test. It has kept in tune with the interests of NZ 
RG : its policyholders and Field men. Eye 
Ne Operates in twenty States and the Republic of Cuba. Splendid opportu- 
AZ . . . . . 
Sy nity in many States, particularly Illinois. 
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December 31, 1923 Surplus to Policyholders 


$2,869,171.45 


Paid Policyholders and 
their beneficiaries since 
organization. 


$14,328,720.46 


Life Insurance in Force 
$215,037,404.00 


Assets 


$17,070,588.49 
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Why 


WRITE ACCIDENT 


Because 


The Accident Line 


supplies an effective approach for a Life Insurance solicitation, 


Provides 
a ready-made list of Life prospects—full information is in the Acci- 
dent application, ; 


Widens 


the Agent's contacts, exposing him to more sales, 


Develops 


and maintains Life clients: Accident Insurance is income insurance 
and guarantees that there will be money to meet Life premiums, 
whatever befalls. 


Furnishes 
a regular and substantial income, with persistent renewals, which 
pay the full first year commission. 





\ Agents can sell the complete Missouri State Life Accident Line 
under a liberal contract direct with the Company. 
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")" MISSOURI STATE LIFE | 
|. . INSURANCE COMPANY | 


M. E. SINGLETON, President 


= ae HOME OFFICE: SAINT LOUIS | 
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Perfected Brokerage Service on Sub-Standard and Surplus Life and 
Havana in 1925 Group Insurance 
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George Graham New Convention 


Head 


St. Louis Man Elected President at American Life Meeting; 
Continue American Service Bureau as Convention Function 


NEW OFFICERS ELECTED 


PRESIDENT 
George Graham, Central States Life. 


SECRETARY 
T. W. Blackburn, Omaha. 
EXECUTIVE COMMITTEE 


Holdovers—L. J. Dougherty, Guaranty Life; G. A. Deitch, Re- 
serve Loan Life; H. B. Arnold, Midland Mutual Life. 


Continue Service Bureau 


Convention Headquarters, 
New Oricans, La., Oct. 17 


HE American Life Convention at 
its executive session last night 
wormed itself out of a tight jam 
that for a time was most embarrassing 
Vhat to do with the American Servic« 
jureau has been a question. It has 
350,000 operating deficit. Many were 
favor seemingly of transferring it t 
rivate interests. The executive con 
littee brought in a report recommend 
ng that the bureau continue as a Con 
ention function but under the direct 
-upervision of the executive committec 
‘his may mean some change in the 
resent system of management, but the 
iletails will be worked out later. The 
report was adopted by a vote of 66 to 
11 with five not voting. 


Report Submitted by 
Executive Committee 


The report of the executive commit- 
ee was as follows: 

“Whereas, the special committee on 
the American Service Bureau has sub- 
1itted to the Convention in great detail 
i very complete report as its operations 
ind financial condition. 

“Whereas, the committee expressed 
ts opinion that the bureau has reached 
such a point in its development that it 
vill soon be self-sustaining. and that 
ts success as a money making enter- 
seems well assured. 

‘Whereas, if in the opinion of the ma 

rity of members of the Convention it 

s deemed wise to have a money mak- 
ng adjunct to a voluntary association, 
the committee recommends the reten- 
tion of the bureau as a Convention func- 
ion, but subject to the committee’s be- 
ef that the activities of the bureau 
should be placed directly under the 
supervision of those men, who for the 
ime being and from time to time are 
the officers and members of the execu- 
tive committee. Therefore the execu- 
tive committee recommends the adop 
tion of the following: 

“Resolved, that the existing relations 
etween the American Service Bureau 
nd the American Life Convention as 
set out in the trust agreement be con 
nued. 

“Resolved that the activities of the 
uureau as far as possible be subject to 
1€ supervision and direction of the ex 

utive committee. 

“Resolved that each company favor- 
gz these resolutions shall give the bu- 
eau all possible support by patronizing 
ts service whenever such service is 
vailable in harmony with the prevail- 
ng policy of the company member.” 

The membership basis has been 

anged to enable any foreign com 


rise 


New Members—J. B. Reynolds, Kansas City Life; E. S. 


Chad- 


wick, Idaho State Life; Isaac Miller Hamilton, Federal Life. 
Place for next meeting—Louisville, Ky. 


pany operating in this country to be 
come a member of the convention. 

C. H. Beckett, chairman of the sub- 
standard committee, reported that his 


committee is working in harmony with 
other similar committees and no final 
report will be made until conclusions 


have been reached on all sides. The 
committee on disability benefits rec- 
ommended that adequate accounting 


methods be applied. A conservative 


attitude is recommended. There should 
be adequate reserve and rates The 
granting of disability benefits to women 
is being extended in practice. Women 
applicants should be self supporting. 
The main attack on the American 
Service Bureau connection with the 
Convention was led by President Arthur 
F. Hall of the Lincoln Nationa¥, who 


contended that the parent organization 
should be kept free from private money 
making enterprises that might head the 
companies into an embarrassing situa- 
tion and large expense. He took the 
ground that work of this kind should be 
done by private means 

No offer was made to take over the 
bureau and conduct it as a private or- 
ganization as anticipated. No one is 
willing to hazard a guess as to how 
much more money the bureau will re- 
quire until it gets on a paying basis 
President E. G. Simmons of the Bureau 
declared it had been inadequately 
financed. Under the terms of the loan 
made by the convention, the Bureau has 
$20,000 still coming to it. This doubt- 
less will be insufficient 


(CONTINUED ON PAGE 38) 





GEORGE GRAHAM, St. Louis 


Vice-President Central States Life 
New President American Life Convention 


JOSEPH B. REYNOLDS, Kansas City 


President Kansas City Life 
Retiring President of Convention 


New Head Well Qualified | 


| | 
Convention Headquarters 
Vew Orleans, La., Oct, 17 


HE election of George Graham as 
T president of the American Life 
Convention places at the head of 
lat organization one of the best in 
formed actuaries of the country, a man 


who has come to the forefront of his 
protession and who is a constructive 
torce in the business. Mr. Graham be- 


iongs to the newer school He repre- 
sents to a large extent the younger ele- 


ment Mr. Graham is more than the 
office actuary. He is an able adminis 
trative officer. He is more than a tech- 
nician. Mr. Graham has the confidence 


of all hands in the American Life Con- 
vention. He is vice-president of the 
Central States Life of St. Louis 


New President Has Had 
Broad Training 


Mr. Graham is a native of Scotland. 
He received his education in George 
Watson's college. From this institu- 
tion have come many other Scotchmen 
who have distinguished themselves in 
life insurance in this country. He re- 
ceived his early training in the Scot- 
tish office. He became a fellow of the 
Faculty of Actuaries of Scotland. Mr 
Graham came to this country 18 years 
ago and first served in the actuarial de 
partment of the New York Life under 
Chief Actuary Arthur Hunter and then 
as assistant to Henry Moir. He went 
to Denver to become actuary and as 
sistant secretary of the Capitol Life 
Then he served as actuary of the IIli- 
nois state department for four years. 
Later he became actuary and then vice- 
president of the Missouri State Life. 


Prominent Figure in 
Actuarial Societies 


He is a fellow in the American Insti- 
tute of Actuaries, an associate in the 
Actuarial Society of America, associate 


in the English Institute of Actuaries 
and a fellow in the Casualty Actuarial 
Society. Mr. Graham served as vice- 


president of the American Institute fe 
a year and as president for two years 
He was chosen a member of the execu- 
tive committee of the American Life 
Convention in 1920, and was reelected 
in 1922, 

At Friday morning’s session Charles 
F. Coffin of the State Life offered a 
resolution ratifying the action of the 
executive committee in making ex-presi- 
dents ex-officio members of the com- 
mittee. They are not allowed to vote 
but can originate motions. 

Harry L. Seay. Southland Life, put 
in nomination George Graham, vice- 
president of the Central States Life, for 








president of the Convention. C. H. 
Beckett, State Life, made the seconding 
address. Mr. Seav and Mr. Beckett es- 
corted Mr. Graham to the platform 
where he spoke briefly of his apprecia- 
tion of the honor. He stated that in 
spite of the discusion on the Service 
Bureau, harmony prevails. 

E. W. Randall, Minnesota Mutual, 
put J. B. Reynolds of the Kansas City 
Life in nomination as member of the 
executive committee. R. J. Merrill, 
United Life & Accident, put in nomina- 
tion President Isaac Miller Hamilton of 
the Federal Life as a member of the 
executive committee, his term expiring 
this year. O. J. Arnold, Illinois Life, 
seconded the nomination. C. G. Taylor, 
Atlantic Life, nominated E. E. Chad- 
wick, vice-president Idaho State Life, 
as a member of the committee to suc- 
ceed H. R. Cunningham. 

The following changes were made in 
state vice-presidents: California, J. R. 
Kruse, California State; Illinois, Henry 
Abels, Franklin Life; Iowa, R. M. Mal- 
pas, Reinsurance Life; Maryland, J. C. 
Maginnis, Eureka-Maryland Assurance; 
Minnesota, E. W. Randall, Minnesota 
Mutual: Montana, H. R. Cunningham, 
Montana Life; Nebraska, M. L. Black- 
burn, Bankers Life; Texas, Tom Poy- 
nor, Southern Union Life. 

Resolutions were passed in memory 
of President George B. Stadden of the 
Franklin Life; President Frelinghuysen, 
Mutual Benefit Life; Dr. T. W. Ran- 
kin, Ohio State Life; F. R. Anderson, 


Opening Session 


Wisconsin Life; C. A. Goodale, Ameri- 
can Bankers. 

C. F. Coffin, State Life, made a few 
remarks complimentary to the bounte- 
ous entertainment given by the Pan- 
American. J. W. Stevens, 2nd, was 
introduced to explain the purposes of 
the Junior Association. Ted Simmons 
also told something about the new or- 
ganization. On motion of Harry L. 
Seay, Southland Life, the new associa- 
tion was given recognition and will be 
organized under the auspices of the 
executive committee. 

There were two papers read Friday 
morning, both on the subject of “Auto- 
matic Premium Loans.” One was by 
George A. Grimsley, president of the 
Security Life & Trust, a former presi- 
dent of the American Life Convention. 
The other was by N. Z. Snell, president 
Midwest Life. 

Judge Robbins of the Cedar Rapids 
Life spoke of the liberality of the New 
Orleans daily papers in reporting the 
proceedings of the meeting. 

Dr. H. E. Sharrer, president of the 
Northern States Life, was asked to give 
some observations of the meeting. He 
complimented the Pan-American Life 
on its wonderful hospitality. He said 
that the south is no longer sleepy, inas- 
much a steam shovel on one side of the 
hotel and a pile driver on the other 
kept going day and night. He paid a 
glowing tribute to the members of the 
Convention. 


of American 


Life Convention is Interesting 


HE opening session of the Amert- 
T can Life Convention is one of the 

most interesting of the series. It 
brings out a sprinkling of ladies who 
come to listen to the welcome address, 
honor the president and participate in 
the first round of the meeting. The 
attendance is always satisfactory. Sec- 
retary T. W. Blackburn announced that 
this year’s registration is the largest 
on record. 

The meetings in the assembly room 
of the Roosevelt Hotel were held un- 
der unfavorable auspices owing to the 
noise on the outside. The Roosevelt 
is building an addition to the hotel. 
The steam shovel and pile driving ma- 
chine keep up an incessant din. It took 
a good round voice, with carrying power 
to reach the rear of the room. 

This is the first meeting ot the or- 
ganization held in the city. The medi- 
cal section held its meeting here some 


12 vears ago. There was much interest 


in the meeting here because of the his- 
toric and novel features. There were 
many pilgrimages to the French quar 
ter and its special attractions. 

The Pan-American Life officials 
headed by President Crawford H. Ellis 
and Vice-President E. G. Simmons 
were the official hosts. They were un- 
tiring in their efforts to look after the 
welfare and comfort of the guests. The 
wives of the officials of the company 
were most hospitable in looking after 
the visiting women. 

R. B. Howell, assistant attorney, gave 
the official welcome for the city. Frank 
S. Whitten, president of the New Or- 
leans Life Underwriters Association, 
spoke a greeting for his organization. 

Crawford H. Ellis, president of the 
Pan-American Life and _ vice-president 
of the United Fruit Company, also 
expresed a welcome. He is one of the 
important business men of New Orleans. 
le is a vice-president of the Whitney 
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Trust & Savings Bank. Mr. Ellis won 
the hearts ot all by his big-hearted 
qualities. 
R. J. Merrill, vice-president of the 
United Life & Accident and former 
News Hampshire insurance commis- 
sioner, responded to the welcome. 


President J. B. Reynolds 
Was Warmly Received 


J. B. Reynolds, head of the Kansas 
City Life, president of the American 
Life Convention, was given a hearty 
ovation when he arose to give his ad- 
dress. He was the first president of 


October 17, 1924 


the Convention, was one of its fou 
ders and is one of the stalwarts of t! 
organization. He is a pillar of the as- 
sociation. The members were ck 
lighted to honor him on this occasio: 

H. B. Arnold, Columbus, O., vice 
president of the Midland Mutual Life. 
occupied the chair during the time Pres 
ident Reynolds gave his address. 

Secretary T. W. Blackburn gave his 
report at the morning session, it being 
his 19th anual report. The Western 
Union Life, Southwestern Life of Dal 
las and Missouri State Life have r: 
signed from the convention. 


Annual Report of Secretary 
Shows Growth of the Business 


HE strength and growth of the 

American Life Convention, together 

with the life insurance business as a 
whole, was told in the annual report of 
the secretary and counsel, T. W. Black- 
burn of Omaha, Neb. The present 
membership of the Convention is 144. 
The finances of the organization are 
greatly strengthened. Cash and notes 
on hand a year ago totalled $31,561, 
while the total is now $63,782. The 
year’s receipts were $74,637 and expendi- 
tures were $42,416. Mr. Blackburn, after 
telling of the work of the officers dur- 
ing the year, listed the membership 
changes and commented on the _ busi- 
ness as follows: 


Company Changes During 
Year Were Numerous 


‘During the year the following new 
members were received: Acccia Mu- 
tual Life, Washington, D. C.; Cotton 
States Life, Nashville, Tenn.; Equitable 
Life, Washington, D. C., and Security 
Life & Trust, Winston-Salem, N. C. 

“The following companies retired vol- 
untarily from the Convention: Western 
Union Life, Spokane, Wash.; Missouri 
State Life, St. Louis, Mo., and the 
Southwestern Life, Dallas, Texas. 

“The following names are dropped 
irom the roster of members for the rea- 
son that they have been merged with 
other members: First National Life, 
Pierre, S. D., merged with the Conti- 
nental Life of St. Louis; Indiana Na- 
tional Life, Indianapolis, merged with 
the Inter-Southern Life, Louisville, 
Ky.; Fort Worth Life, Fort Worth, 
Tex., now the Southern Union Life, and 
the Marquette Life, Springfield, II., 
taken over by the Mutual Life of IIli- 
nois. The Maryland Assurance was re- 
insured by the Eureka Life of Balti- 


more and continues as a member under 
the name of Eureka-Maryland Assur 
ance and the State Life and Royal Union 
Mutual Life of Des Moines were merged 
and continue as a stock company under 
the name of Royal Union Life. 

“As a result of the mergers and with 
drawals the total number of members 
now appearing on the roster is 144, 
three less than was reported one year 
ago. 

“Twenty years in the life of an in- 
stitution founded upon the rock of 
safety and builded with mathematical 
accuracy is a brief period. In less than 
that time the great institution of life 
insurance has grown in volume from 
$10,000,000,000 to $50,000,000,000. The 
assets have increased from $3,000,000, 
000 to $9,500,000,000. The total pay- 
ments to policyholders for the year 
ending Dec. 31, 1905, was $300,000,000 
and for the year ending Dec. 31, 1923, 
$1,800,000,000. In the last 50 years life 
insurance companies have paid to their 
policyholders approximately $14,000,- 
000,000. Next year payments to policy 
holders will pass the enormous aggre- 
gate sum of $2,000,000,000 

“These figures are too large for eas) 
comprehension. Yet this business is 
literally an infant industry. In 20 years 
from this date I believe the total vol 
ume of business of the American life 
insurance companies will be $200,000, 
000,000 with assets exceeding $40,000, 
000,000 and annual payments to policy- 
holders of $10,000,000,000. 

“This wonderful institution has barely 
touched its great field. When men are 
as careful to insure human life values 
as they are to insure their property val 
ues, the figures of totals will pass from 
billions to trillions.” 


WILL SERVE ON AMERICAN LIFE CONVENTION EXECUTIVE COMMITTEE 





LER J. DALGHERTY, Davenport 
Viee-president Guaranty Life 





ISAAC MILLER HAMILTON 
President Federal Life 


HARRY BB. ARNOLD, Columbas, 0. 
Vice-President Midland Matuct Life 





G. A, DEITCH, Indianapolis 
Vice-President Reserve Loan Life 
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Fine Program for the Legal Section 


NEW OFFICERS ELECTED 


HE Legal Section of the American 
ee ite Convention had a splendid pro 
gram this year. Judge W. H. Hine- 
baugh of the Central Life of Chicago 
was chairman and Eugene J. McGivney, 
general counsel of the Pan-American 


Life, was secretary. 
In opening the meeting Judge Hine 
hbaugh said the lawyers had a special 


duty to perform at present owing to the 
attacks on the United States Supreme 
Court. They should stand as one body 
in upholding the supreme law of the 
land 

W. W. Westerfield of the New Or- 
leans bar, formerly a member of the 
supreme bench of Louisiana, told of the 
“History of the Civil Law in Louisiana.” 
Here is a state steeped in history whose 
life and customs were affected by 
French and Spanish settlers and govern- 
ment. Its laws, he asserted, are of ab- 
sorbing interest. There is a wealth of 
material on account of the historical in 
fluences 


Discussion on Usury 
Paper of Judge Ayres 


W. Calvin Wells of the Lamar Life 
in discussing Judge Ayres’ paper on 
usurv called attention to a recent deci- 


sion of the Mississippi Supreme Court, 
Rivers vs. Rogers, which upsets the law 
as to usury. It was thought the law was 
well established. The court held in case 
of a note providing that if the sem- 
annual interest is not paid, the unpaid 
interest shall then draw interest, 1s 
usury. It had been previously held that 
if the borrower be given the opportunity 

) pay the interest and did not, interest 
could be charged on the unpaid amount 
Many notes made in the state provide 
for the charging of interest on unpaid 
interest and they are all affected 

lames V. Oxtaby of the Michigan 
Mutual said the decisions to the effect 
that if the commission paid the loan 
agent or the lender if he were really an 
agent plus the interest charged exceeded 
the legal rate constituted usury were im- 
portant. He referred to the decision of 
Fowler vs. Equitable Trust Co., where 
the latter had an agent at Springfield, 
lll. His commission and the interest 
exceeded the legal rate. The court held 
the transaction usurious. The penalties 
differ in various states. Some provide 
me rely for the loss of the interest. Mr. 
Oxtably said it is dangerous business to 


trv to draw up a loan agreement to 


Chairman—E. J. 


McGivney, Pan-American Life. 


Secretary—W. S. Ayres, Bankers Life of Des Moines. 


courts, He said the note 
page 860 is very 


hoodwink the 
on usury in 21 A. L. R. 
enlightening. 

Mr. McGivney feels that serious con 
sideration should be given to commis- 
sions paid loan companies, 


Situation in Nebraska 
Is Given by Peterson 


C. P. Peterson of the Bankers Life of 
Nebraska called attention to a situation 
there where the mortgagor is obliged to 
pay all the tax, both his own and that 
of the mortgagee. This constitutes usury 
where the amount exceeds the legal rate. 

E. M. Blehl of the Philadelphia Life 
raised the question whether compound 
interest on policy loans remaining un- 
paid or the deferred interest on quar- 
terly premiums for example, might not 
be brought within usury laws 


Discussion Over Delay 
in Issuing a Policy 
J. C. Jones, Sr., of the American Na 

tional called attention to the injustice 
worked on companies where they have 
been forced to pay claims before the pol- 
icy is issued, the courts holding that 
there was too much time taken in pass- 
ing on the case. If left to a jury, it will 
construe “reasonable time” for the most 
part against the company. He suggested 
that a definite time be set in the appli- 
cation for passing on it with the stipu- 
lation that if not decided by the end of 
that time the application be considered 
as rejected, 

Mr. Jones inquired of the members 
what their opinion was on this point. 
He got 57 responses. Of these 34 ap- 
proved of the suggestion. Nebraska, he 
said, once adopted this plan but later 
seemed to rescind it. The Provident 
Mutual Life has such a provision in its 
policy. 

Different Points Are 
Raised as to Suggestion 


F. H. Aldrich of the American Life 
felt this question was still a mooted one 
Most states have not acted on it. Most 
courts, he said, do not differentiate be- 


tween life and other forms of insurance, 
yet the risks are very different. The 
powers of fire agents are much greater 
The courts, he said, will invent ways to 
help the applicant if he has virtue on his 
side. The companies on their side will 
defend their position if they have virtue 
in question of fact. He said that agents 
should be made to pass their applica- 
tions through as speedily 
He thinks an applicant should be advised 


as possible 


if there is a delay. He said it will lessen 
litigation 

Kk. M, Grossman of the Central States 
Life held that even if a provision in an 


application gives a company 60 days to 
decide on it, a court will hold against 
a company if a man for example is killed 
15 days after the application is signed if 
it can be proved there was unnecessary 
delay or negligence and that he was in 
good health when the application was 
taken 

John B. Hanton of the Dakota Life 
said in South Dakota his company had 
included a provision that the policy 
would be in full effect when approved 
by the medical director if the premium 
had been paid, in view of a recent de- 
cision there 


Discussion of Advantages 
of the Federal Courts 


W. M. Allen of the Franklin Life dis 
cussed L. A. Stebbins’ paper on “Ad- 
vantages of Being in the Federal 
Courts.” He said that better juries are 
gotten in the federal courts The 
judges take more pride in their juries. 
They are as free from prejudice as pos- 
sible. Although the state courts have 
able judges they do not get high grade 
juries. Removal of cases to federal 
court helps compromises. He said that 
there should not be indiscriminate re- 
movals 

Maj. C. A, Atkinson of the Federal 
Life said he would transfer every pos- 
sible case to the federal court. He won- 
dered if the state courts have reached 
the limit in deciding that knowledge of 
the agent is knowledge of the company 


Maj. Wells raised the question whethe: 
there would not be created adverse pub 
lic opinion against increased expense of 
people having to go further distances to 
the federal courts. There might be fur 
ther restrictions on removal in const 
quence 

E. M. Grossman said this is a union 
of sovereign states and hence there is 
naturally a diversity of legal opinion 
Yet it is interesting to note the conflict 
in overlapping jurisdiction. It is an in 
consistency to feel that one can get a 
fairer decision in the federal courts. He 
thinks the federal judges are far superior 
to the state judges. He advocated the 
appointing of state judges rather than 
electing them here should be some 
check on them where they become arbi 
trary 


Discussion of Effect of 
Reinstated Policies 


H. C. Bates of the Metropolitan com 
mented on the valuable paper of 
Miller of the Volunteer State on “Rein 
statements.” He said that in some of 
the leading decisions the courts indicate 
a tendency to hold that the reinstated 
policy is simply the old policy restored 
and hence the incontestable clause dates 
trom the original time the policy took 
effect and not the reinstatement date 
Chere is however a sharp difference 
\ttorneys can not anticipate what the 
courts will decide in states where the 
issue has not been passed on. Mr. Bates 
cited the bill in Congress applying to 
government insurance which provides 


that a letter from the War Risk Bureau 
denying liability shall be held as con 
testing the policy 

r. J. Tyne of the National Life & 
Accident said that the courts must as- 
certain what the legislatures meant in 
the law under review. He feels that in 


disputed cases the attorneys do not 


present arguments on the merits. Courts 
do not get the broad view. Attorneys 
give citations that favor their side 


rhey do not present a case to show the 
economic effects. The courts as a rule 


will hold against companies. They do 
not appreciate that the companies are 
but the mediums through which the 


public is served. If the courts got the 
proper presentation of facts some of the 
adverse decisions would be removed. In 
case of the incontestability clause, he 


said, it dates always from the original 
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date of the policy or the statutes provid- 
ing for reinstatements do not mean any- 


thin 

m. McKinley of the Old Colony 
Life said that the rules in the federal 
courts are one thing and they are an- 
other thing in the state courts. This 
creates unrest. Bar associations, he said, 
should condemn the practice. Law and 
justice, he contended, should be one and 
the same thing everywhere. He opposed 
appointive state judges because of the 
political aspects. If such were allowed, 
he stated, he would surrender his license 
to Pn law. 

P. Peterson of the Bankers Life of 
eae Neb., commented on the paper 
f Allan E. BroSmith of the Travelers 
who spoke on the taxation of life insur- 
ance proceeds. He spent most of his 
time in reviewing the Frick case. Mr. 
Peterson said the United States Supreme 
Court will ultimately settle not only the 
inheritance but the gift tax. He thinks 
that the issue will have to be consid- 
ered as a legislative one rather than 
judicial. The concept is universal that 
there is no inherent right to receive a 
fortune by inheritance unless the gov- 
ernment has the authority to impose a 
tax. Mr. Peterson said that there are 
few persons W ho inherit a net estate of 
$5,000 plus $40,000 life insurance allowed 
sut if legacies are taxed there will be 
many more cases involved. 


Golfers Diener was Most 
Successful and Drew 
an Enthusiastic Crowd 


The golfers’ dinner at the New Or- 
leans Country Club, Tuesday night, 
ended the two days’ golf tournament. 


It was given by the Pan-American Life. 
President C. H. Ellis, Vice-President E. 
G. Simmons and their associates were 
ideal hosts. It was a feast characteris- 
tic of New Orleans. The whole affair 
was spirited. The Pan-American Life 
people won applause on every hand, not 
ilone for this dinner but the hospitality 


extended on every hand. They were 
lavish in their courtesies 

Henry Abels of the Franklin Life had 
harge of the golf trophies. The chor- 
sters were led by Secretary W. P. Kent 
f the North American Life and Presi- 
ient H. E. Sharrer of the Northern 
States Life 

> 

The prize winners were 

Low Gross (Qualifying Round)—Ted 
Simmons, Pan-American 


Putting Contest—E. G. Timme, Con- 
tinental of Chicago. 

First Flight—Winner, F. W. Gleason, 
Pan American; runnerup, W. A. Watts, 
Merchants Life 

Second Flight- 
Continental of Chicago; 
B. Wolfe, actuary, New 

Third Flight—Winner, H. G 
Great Northern Life; runner-up, G. 
Fowler, Bankers of Iowa. 

Fourth Flight—Winner, C. B. Corey, 
Pan American; runner-up, H. W. But- 
tolph, American Central. 


Timme, 
Lee 


-Winner, E. G 
runner-up, 
York City. 
Royer, 
W. 


Fifth Flight—Winner, H. E. Sharrer, 
Northern States; runner-up, G. B. Pat- 
tison, Peoria Life. 

Sixth Flight—Winner, C. F. Coffin, 
State Life; runner-up, E. B. Raub, In- 
dianapolis Life. 

Consolation Prizes—First, T. P. 
Lloyd, Louisiana State; second, W. T. 
Grant, Business Men’s Assurance. 

Kicker’s Contest—First, E. S. Chad- 


wick, Idaho State; second; S. E. Allison, 
Pan American. 


Reynolds at Legal Section 


President J. B. Reynolds of the 
American Life Convention visited the 
Legal Section Tuesday and was pre- 
sented to the members. He was accom- 
panied by President Geo, A. Grimsley 
of the Security Life & Trust. Mr. 
Reynolds called attention to the grow- 
ing service life companies are called on 
to give the public. The attorneys, he 
held, must handle much of this tmpor- 
tant work 
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Reviews Progress Made in Year 


By J. B. REYNOLDS 
President, Kansas City Life 


held 


URING the year, we have 
D many committee meetings and 

made many personal calls, but 
time and distance forbid reaching all, 
except by means of communication. 
This we have resorted to and kept in 
touch with members on important sub- 
jects. Of the general letters, the one 
suggesting a patriotic month—F ebruary 
—met with almost unanimous response. 
We are all patriotic—love our country 
and our flag and all it stands for, but so 
often we forget or neglect and leave it 
to others. There is no business so 
closely allied with the ideals of this gov- 
ernment and its Constitution and Dec- 
laration of Independence as the business 
of life insurance, spreading the gospel 
of independence, thrift, protection, love 
of home and all that goes to make a 
happy, united people. Would it not, 
therefore, be well for us as a group to 
encourage through our educational pro- 
grams and promote in every way possi- 
ble, American patriotism, making it a 
part of our business program? 


Ethical Resolution Brought 
Out Most Discussion 


The so-called ethical resolution 
adopted at Des Moines one year ago has 
been the subject that brought forth more 
correspondence than any other specific 
matter. The so-called resolution may 
not be perfect; and, in the opinion of 
your president, it would be difficult to 
cast into the form of words a resolution 
that would cover the various angles that 
might arise. A literal construction might 
preclude some just complaints. Whether 
or not the resolution can be amended so 
as fully to clarify it is a problem for the 
convention, However, we are firmly of 
the belief that the resolution is an ad- 

vance movement along the right lines. 
We must appreciate the fact that in 
numbers we have 144 members scattered 
throughout 40 of the United States and 


the District of Columbia, with a still 
larger number of general agents and 
agencies, and it would necessarily take 


time for all to be fully advised as to the 
terms and meaning of the resolution. It 
is, however, gratifying to review the 
correspondence and note the broad, 
practical construction which is being 
placed on the meaning and intent of the 
resolution. The. results are good. We 
firmly believe they will grow better as 
the resolution becomes more generally 
known and understood. Let us not for- 
get that vexing problems always have 
and always will arise in this department 
of our business, and when we lose a good 





E. G, SIMMONS, New Orleans 


Vice-President Pan-American Life 


agent we are inclined to blame some 


system or someone. 


Service of American Life 
Convention Should Be Broadened 


As the activities of the convention are 
covering a broader field, it becomes, we 
think, more imperative that our standing 
committees shall be working committees, 
taking up, considering and reporting 
upon matters properly coming under the 
jurisdiction of the respective committees 
appointed by the president of the con- 
vention. We, therefore, urge all mem- 
bers to realize more fully that commit- 
tee work is of ever-increasing importance 
in the development of our organization. 

In keeping with the spirit of the 
times, the companies are broadening 
their service to policyholders and the 
insuring public; and, if commendable 
and practical, may I submit that this 
convention in turn broaden its service 
to member companies along all lines of 
life underwriting activities, such as spe- 
cial investigations of the combined ex- 
perience of the group on disability, 
accident, sub-standard or impaired lives, 
medical examiners and examinations, 
inspections as to moral and physical 


hazards; collect and compile statistics 
with the idea of conservation such as 
is now being done by the lapsation 


committee. If the constitution of the 
convention is not broad enough to en- 
able us legally to expand our activities 
in any legitimate field of life insurance 
service for the benefit and protection 
of our member companies and policy- 
holders, then we should amend our con- 
stitution, and in so amending it would 
be no reflection upon those who orig- 


inally drafted the document. I am 
sure those who did the work so well in 
the beginning did not consider it too 
sacred to amend. Our own govern- 
ment has amended that masterly docu- 
ment the Constitution of the United 
States. 


Marked Improvement in 
All Branches of the Business 


It is not my purpose to deal in re- 
miniscences or chronicle the improve- 
ment of conditions during the period of 
the existence of the convention, but 
there has been such an improvement 
in all branches of the business that 
would hesitate to even attempt to de 
fine it in words. Of the improved con- 
ones in 


ditions the more important 
which this convention took an active 
part were, standard policy provisions, 





JOHN W. CLEGG, Philadelphia 
President National Association of Life 
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more nearly uniform department rul- 
ings, elimination of cumbersome real 
estate mortgage loan schedules in each 
annual statement filed with insurance 
departments, the adoption of a stand- 
ard of reserve valuation—the latter be- 
ing the outstanding achievement of 
this convention, for the reason that it 
gained recognition in every state of the 
system of valuations for which this 
convention has stood from the date of 
its organization. Many other accom- 
plishments could be enumerated all of 
which have been brought about by co- 
operation, taking into consideration that 
we want to do as we would like to be 
done by. Conditions have improved in 
rules and practice, and our companies 
have all grown and prospered by rea- 
son thereof. 


Bright Future Before 
All, if Trust Is Conserved 


In our material prosperity, let us 
constantly keep in mind the sacred trust 
with which we deal—moneys to be 
paid—to conserve the home of today 
and feed, clothe and educate unborn 
generations. There is neither political 
government nor religion in our business, 
but we must not overlook the fact that 
political government and religion are in- 
dispensable supports, though not to be 


made servants to business enterprises. 
Therefore, with due regard to these 
supports, and for the future following 


the way we have in the past, adhering 
to safe, sound, scientific life underwrit- 
ing, we will thus advance our interests 
and the interests of those depending 
upon the wise and judicious adminis- 
tration of the trust with which we are 
imposed. 


Life Underwriters Head 


Is Convention Speaker 


President John William Clegg of the 
National Life Underwriters Association 
addressed the American Life Convention 
Thursday. All organizations, he said, 
are trying to advance the best interest 
of life insurance. He contends that 
home office problems could be more 
easily solved by closer cooperation with 
the field. Both sides should join in 
working out a solution for lapses, double 
indemnity, disability annuities and the 
like. The companies should seek the 
support of the agents in this regard. 

Mr. Clegg urged companies to insist 
that all their agents join the U nderwrit- 
ers Association. The association is a 
factor for greater benefit to the business. 
Life men have many personal contacts 
with the public. If these were used 
constructively there would be wonderful 
results. 

Mr. Clegg spent over 17 years in the 
home office of the Penn Mutual and has 
had over 15 years experience as its gen- 
eral agent. He said he had seen the 
business make tremendous strides. The 
iailures in the business cause the great- 
est field expense. If higher standards 
were required there would be need for 
less supervision. Mr. Clegg said that 
every possible means should be used to 
better educate and train agents. He said 
that economic values were far from be- 
ing protected. 


Life Presidents Well Represented 


Harry M. Cutler, vice-president of the 
National Life of Vermont, who headed 
the Life Presidents Association delega- 
tion, was presented Wednesday after- 
noon and spoke. He said the company 
organizations can cooperate on some of 
the more important issues. Insurance 
sentiment has developed rapidly, he said. 
The public believes in insurance. Com- 
panies operate in all the states freely 
and without restraint. There has been a 
big improvement in company methods, 
he declared. George L. Williams, vice- 
president of the Union Central Life, an- 
other Life Presidents Association dele- 
gate, spoke. T. J. Tyne, vice-president 
of the National Life and Accident, was 
the third delegate, three vice-presidents 
representing a presidents’ organization. 
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ertain Cross 


And thus the naitve hue of resoluti 

Is sicklied o'er with the pale cas 
thought, 

ind enterprises of great pith and moment 

With this regard their currents turn aw 

Ind lose the name of action. 


HEN _ Shakespeare put these 
Wiss into the mouth of Hamlet, 
of course, he did not know that 
hey would ever have any anovlication to 
nsurance but “enterprises of great pith 
ind moment” are today harmed by 
‘ross-currents coming in unexpected 
ways and from divers directions. This 
s true of insurance of all kinds and pat 
ticularly true of life insurance ro re- 
ate the current events of insurance to 
gathering of insurance men would be 
in imposition, for to be worthy of their 
ficial positions they must be cognizant 
of what has happened in their own field 
t activity. To take a little time to con- 
sider cross-currents which hinder action 
ind check development in the public in 
terest is another matter. 
It may be helpful, therefore, 
our attention to a few of the 
rents which turn insurance 


to direct 
cross-cur 


“awry” at 
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threaten proper action. All ot these 
may not directly affect life insurance 
but there is a relationship between the 


different kinds of such a nature that an 
injury or a hindrance to the proper ad- 
ministration of one is likely to be re 
flected upon the others. 

Upon the whole the currents affecting 
insurance during the past twenty years 
have been more than ftavorable to the 
vessels which carry so precious a freight. 
\ny business or institution so intimately 
related to the welfare and upbuilding of 


the country as life insurance, which fur- 
nished more new insurance protection 
in the last of these 20 years than the 


total gross amount outstanding at the 
beginning, must have possessed to a re- 
markable degree the confidence and re- 
spect of thinking people. 


Cannot Visualize all the 
Immense Good to Families 


This is more apparent when we take 
into account the persistence which 
brought the total outstanding life in- 
surance in force from something in the 
neighborhood of $10,000,000,000 in 1903 
to approximately $50,000,000,000 in 1923. 


These figures are so astounding that 
actuaries alone fully realize their mag- 
nitude. Even these wizards of figures 
cannot visualize the good that comes 
to the family, business, industry and the 
state by reason of the distribution and 


investment of insurance funds. 
Other lines or insurance and for like 
reasons have in the time made a growth 


AMERICAN LIFE 


CONVENTION NUMBER 


BY WILLIAM BROSMITH 


which compares tavorably with that ot 
lite insurance and the investment and 
distribution of their funds work out in 
results equally beneficent. 
Insurance Has and Deserves 
Confidence of All 
Insurance has, as it deserves, the con- 
fidence of all right thinking people. The 
merits of American insurance are ap- 


preciated. The honesty, 
and integrity of company management 
are acknowledged. The sound invest- 
ment of insurance funds, to use the 
words of an authority upon this subject, 
protects “not only the families of the na 
institution which 


competency 


tion but every upon 
the safety of the home depends.” To 
quote again from the same authorit) 


“It is fair to say that through no other 
institution have so many people ever 
participated in the desirable things of 
life with such satisfactory results to 


themselves and their dependents and 
with such general good to the com- 
munity.” 

How effectively insurance men have 


preached the gospel of insurance is at- 
tested by more than 50,000,000 people 
who have become members in what has 
been aptly called “The Greatest Family 
in the World” and by countless millions 


conceived and tramed 
even as temporary 


too hastily 
much value, 


usually 
to be ol 


safeguards. Good came from the in 
vestigation of insurance in New York 
in 1906 but evils also resulted there- 
from. Who can say accurately after the 
lapse of 18 years, whether the balance 
is on the debit or on the credit side ot 
the account? Limitations were placed 
by law upon the cost of acquiring new 
insurance and upon the’ number and 
amount of renewal commissions to 
agents. These were made with wisdom 


and have had a great influence upon life 
nsurance for they enabled the smaller 
companies to grow stronger and 
influential in 


larger, 


morc competition upon 
equal terms with the insurance giants ol 
that day. 


Handicapped Companies 
by Inconsistent Rules 


interesting part 
legislature hand 


But—and this is the 
of the story—the same 
icapped its own domestic life insurance 
companies by a rigid standard form of 
life insurance contract which life insur 
companies of other were not 
required to use, even in the state of 
New York. Naturally, this handicap 
had to be removed 

A more serious difficulty 


ance states 


was created 


Wiliam BroSmith, vice-president and general counsel of the Travelers, 


has a light touch but withal a broad viewpoint. 


He has been giving much 


attention to questions of regulation of insurance and in his paper before 
the American Life Convention at New Orleans took up some of its phases 


under the heading “Cross Currents.” 


The inconsistent and useless restric- 


tions on insurance comnanies under present laws and rulings were the prin- 
cipal subjects for his comment, while at the same time he suggested a more 


definite policy on group insurance. 


benefited, either 
directly or indirectly, by insurance. By 
these facts do we not present a com- 
plete answer to the pessimists whio oc- 
casionally decry our neglect of oppor- 
tunities to cement our public relations? 


more, who have been 


Getting Down to 
the Cross-Currents 


Now, 
get down to the 
figure is not so faulty as 
for cross-currents are not 
ble. They work their damage at times 
openly upon the surface but at other 
times from below, like under-currents 
in the sea. One day they may be started 
by an_ ultra-conservative underwriter, 
who views with as much alarm any de- 
parture from old ways as the most con- 
firmed and obstinate “standpatter” in pol- 
itics. On another day a supervising of- 
ficial may use the ample authority con- 
ferred upon him to hinder and obstruct 
because he grasps the letter of the law 
only and not its spirit or because he feels 
impelled to make a ruling to supplement 
or to change the law enacted by the lee- 


to descend to a lower plane and 
cross-currents rhis 
it may sound 

always visi- 


islature. A third cross-current and a 
very troublesome one comes from the 
direction of the visionary, who would 


popularize insurance, reduce its cost and 
increase its benefits by abandonire or 
eliminating some or all of the elements 
and requirements which have made in- 
surance sound and safe. 


Embark the State in the 
Business of Insurance 


Then, again, legislatures turn aside 
from their regulatory efforts to embark 
the state in the business of insurance. 
Only too frequently under the pretense 
of the public good insurance is sub- 
jected to so-called investigations. For 
some of these in the past there was 
reasonable justification; for others none 
at all. 

The danger is that they are followed 
by precautionary legislative measures 


placed by the sali 
amount ol new 


by the limitation 
legislature upon the 


life insurance which could be issued by 
any company in a given period. There 
fore, the need for more insurance pro 
tection, however great, in any one o 
these periods could not be satisfied by 
any company which transacted business 
in the state of New York if the issues 
which such company had made or was 
likely to make in the period would 
equal what the legislature in its wis 


dom had declared to be sufficient, for 
there were grievous penalties provided 
for violation of this law 
“Need Big Business, But It 

Must Be Honest” 

Whether 


this enactment was prompted 


by a fear of “big business” or to in- 
sure economical management, it was 
unwise legislation. Economy was am 


ply enforced by the limitation upon the 
cost of obtaining and retaining business 
and to put a check upon the demands 
for life insurance protection was wholly 
indefensible. Whether we are in accord 
with the political views and theories of 


the late President Roosevelt or of the 
present distinguished candidate of the 
Democracy for the Presidency of the 
United States, we must be in accord 
with their view so well expressed by 
Mr. Davis that “Big business has made 
this country what it is. We want big 
business. But it must be honest.” 


A study of the changes in this limita- 
tion made from time to time since its 
first enactment is the best illustration 
of the futility of a legislative attempt 
to interfere with economic laws or the 
right growth and development of any 
business or industry. 

Insurarce is a big business and it is 
a big business honestly conducted and 
it is up to the companies, with or with 
out legislative help. to keep it honest 

Commendation of the limitations upon 
the cost of acquiring and keeping insur- 
ance does not imply that these limita- 


urrents Are Charted 


tree trom all tault or that they 
ire always applied with wisdom or dis 
crimination In the famous Sec. 9% 
will be found the following 

' Except as hereinafter provided 
all bonuses, prizes and rewards, and al 
increased or additional commissions ot 
compensation of any based upor 
the volume of any renewed busi 
ness or the aggregat policies writte1 
or paid for, are prohibited Nothing 
herein contained is to be construed as 
prohibiting the institution of contests or 
competitions among agents, and the rec 
ognition of such competition: 


trons are 


sort 
new or 


e ot 


success mm 


by the awarding of ribbon decorations 
medals, pins, buttons other token 
of small intrinsic value, given not a 
compensation but as a bona fide recog 
nition of merit. 

No one has questioned the propriet 
of the prohibition against bonuses and 
rewards or increased or additional com- 
missions or compensation based upor 
the volume of new or renewed busines 
or the aggregate ot policies 

We may very properly ask in the firs 
place why a legislature should meddle 
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the matter « 


with company practices 
agency contests, competitions or con 
ventions or undertake to define the kin 


of prizes to be awarded as tokens u 
recognition of merit In the second 
place, we may inquire why it was, with 


sufficient provisions for economical ad 
ministration and ample power vested u 
the department to enforce economy and 
with incontrovertible evidence that the 
companies as a whole were honestly 
living up to the spirit as well as to the 
letter of the law, the legislature should 
assume—and this assumption is reflected 


in the rulings of the department—that 
companies would be dishonestly extrav 
agant in the matter of prizes as a sub 
terfuge in evasion of the law and that 
avents would take these prizes just as 
dishonestly as compensation and not a 
a bona fide recognition of merit. 
Sympathize With Efforts 

of Supervising Officials 

This section of the law must be more 
embarrassing to the department than 


it is to the companies and all who are 
interested must sympathize with the 
efforts of the officials to interpret the 
meaning of “small instrinsic value” and 
to reconcile rulings so as to justify the 
gift of a loving cup which might cost 
several hundred dollars and prohibit the 
gift of a fountain pen or an Ever-Sharp 
pencil or a silk umbrella. 

Another curious feature in this same 
connection is that a life insurance com- 
pany may pay the agent's expenses to 
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an agency convention because such pay- 
ment is. considered as a temporary en- 
joyment of a _ reward for efficiency 
which brings no pecuniary return to the 
agent but a casualty company, which is 
not subject to Sec. 97, must be very 
careful to avoid anything in the way 
of an announcement which might be 
considered as an invitation to agents of 
other companies to ignore their con- 
tractual obligations or to incur the pen- 
alty for twisting. 


Discrimination Against Wives 
of the Life Men 


Curiously enough, life companies, 
which for many years have been per- 
mitted to pay the expenses of the wives 
of agents in attendance upon a com- 
pany convention, are now debarred from 
doing so while under rules governing 
casualty companies and approved by 
the department it is entirely proper to 
invite the ladies and pay their traveling 
expenses. 

To those who are familiar with the 
controversies which have been waged 
over agency conventions during the past 
vear it would seem that the cross-cur- 
rents were electrical rather than 
aqueous and rather highly charged at 
that. 


Curious Effect on Matter 
of Agents’ Commissions 


We have discovered within the year 
that we may issue to an insured two 
policies at one time in two separate in- 
struments, one for term insurance, to 
be effective immediately, the other a 
whole life or a limited payment life, to 
become effective at a later period, and 
to the agent who produced the risks we 
may pay full first year commissions and 
the full number and amount of renewal 
commissions on each policy. We can- 
not, however, issue in one instrument a 
policy which will automatically change 
from a term insurance to a whole lie 
or limited payment life and pay the full 


number and amount of commissions to 
the agent. 
Bars a Logical and 

Desirable Advance 

We know from experience that the 
insured would prefer to have this insur- 
ance in one instrument and to have the 
change from the term to the full cov- 
erage come about automatically so as 
to avoid the loss which would follow 


a failure to exercise the option to con- 
vert within the limited period and these 
convertible term contracts such 
must have been satisfactory in to 
the departments for they were duly ap- 
proved. Moreover, we know that the 
agent would receive no more in the wav 


as 


form 


of commissions under the convertible 
term than he would receive under the 
two contracts formerly in use and ob- 


viously as a matter of business economy 
the convertible term has many advan- 
tages over the two forms of contracts. 

Because of the letter of the law, how- 
ever—and, again, the spirit seems to 
have been disregarded—a development 
in insurance protection economically 
sound and actuarially commendablé 
must be abandoned and the agent forced 
to forego his just remuneration. It 
not suggested that this construction of 
the law will not appeal to lawyers or to 
some underwriters. Laymen, however, 
who seek this kind of insurance are un 
able to get the point. 


Not at Odds With 
Departmental Supervision 


Is 


It should not be inferred that we are 
at odds with departmental supervision. 
We glory in it as a great force in the 
upbuilding of insurance and we appre- 
ciate the high character of the body of 
officials as a whole and the splendid 
work which is being done in the inter- 
of insurance by the National Con- 
vention of Insurance Commissioners. 
But we believe that departmental offi 
cials should supervise the companies and 
not administer their corporate affairs. 
We find fault only in the way of con- 
structive, helpful criticism. 

A matter which should receive the 
careful attention of all who are inter- 
ested in group insurance is the proposal 


ests 





recently made to so extend group in- 
surance as to cover risks in some way 
associated businesswise or professionally 
but not related to a common employer. 
To do so will not only detract from the 
sentimental value of group insurance as 
a protection offered by an employer to 
the dependents of his employes but 
may materially affect the insurance of 
individual risks under appropriate forms 
of insurance suited to their necessities. 
In two states, at least, group policies 
may be issued to cover the members of 
one or more companies, batteries, troops 
or other units of the National Guard of 
any state under a policy issued to the 
Commanding General of the National 


Guard. It will be but a step from this 
to insurances issued in like manner to 
cover members of the bar or the medical 
or other professions and associations of 
business men and industrial workers. 
The proposal deserves more consider- 
ation than can be given in this paper. 

There are other hindrances and ob- 
stacles but as Kipling says “That is an- 
other story.” To come back again to 
cur first thought, notwithstanding these 
irritating cross-currents—perhaps _ be- 
cause of the extra effort induced to 
overcome them—we have accomplished 
much and placed the institution of in- 
surance in the very foreground of all 
worldly activities. . 


Disability Problems Big Topic 
Before Convention on Thursday 


HARLES F. COFFIN, vice-presi- 
™ dent of the State Life of Indian- 

apolis and former Convention 
president, who was on the program 
Thursday, is one of the most forceful 
and animated executives when he 
speaks. No one had the least trouble 
in hearing him. Mr. Coffin interested 


his hearers particularly in reading ex- 
tracts from replies to a questionnaire h« 
sent out to all convention companies on 
the disability clause and double indem- 
nity. 
E. M. Blehl of the Philadelphia life 
in discussing the address said that dis- 
ability insurance really life insur- 
ance. A-life company has gone far from 
being only a life company. Policy loans 
constitute a banking business. Install- 
ment benefits make a trust company 
function. Disability insurance, he said, 
merely another extension of insur- 
ance service. 
There are still 
fore companies, 


1s 


is 


be 


in- 


problems 
disability 


unsolved 
such 


as 


surance for women and inclusion of last 
illness as total disability. There are 
no proper tables on which companies 
can rely for computing disability pre- 
miums. There have been too many 
changes in the classes No permanent 
base has been established Mr. Blehl 
feels that rates are not vet adequate for 
disability. He referred to the many 
forms of life insurance and the varie- 
ties of its service. They all show how 
life insurance is meeting demands 
Hamilton Tells of 

Statistical Work 

Isaac Miller Hamilton of the Federal 
Life said that the Health & Accident 
Underwriters Conference is collecting 
and tabulating experience on total and 
permanent disability, double indemnity 


and temporary total disability that is 
valuable. Any life company that writes 
any form of accident and health insur 
ance is eligible to membership. Actuary 
Allison of the Pan-American Life said 
this experience could not be safely used 
bv life comnanies because the statistics 
are based on cancellable policies. The 
Conference will soon start to collate 
experience on non-cancellable policies 

E. J. McGivney, counsel of the Pan 
American and newly elected chairman 
of the Legal Section, told some of the 
achievements of that body. 

Mr. Hamilton at the opening of the 
Thursday afternoon session called at- 
tention to the dangers of over insur- 
ance on total disability. He said there 
should be a maximum aggregate. \ 
man may be earning $3.000 a month, a 
sudden change in business conditions 
forces him to take a position payine 
$400 a month, moral hazard is thus cre- 
ated. Companies writing noncancellable 
accident and health insurance fix the 
limit at $500 a month. 


Panley Gives Greetings 

From H. & A. Conference 

C. O. Pauley of Chicago, secretary of 
the Great Northern Life, and president 
of the Health & Accident Underwriters 
Conference, brought the greetings of 
that organization. He said that there 
should be closer cooperation between 
the life companies on the one side and 


the health and accident companies on 
the other. Many life companies are now 
writing accident and health. He said 
there no resentment on part of the 
accident companies against the life com- 
panies encroaching on the preserves of 
the former. The health and acciden: 
business in its infancy. There is 
room for all life companies in the ac- 
cident business. Mr. Pauley said the 
field now crossed that there is 
no sharp dividing line between the two 


is 


1s 


1s sO 





c. 0. PAULEY, 


Chicago 
Secretary Grent Northern Life 


classes. The problems of noncancellable 
disability and total and permanent disa- 
bility are the same. Mr. Pauley showed 
the trequent contacts between the peo- 
ple and accident companies on account 
of numerous claims. The results of 
these contacts are very important. 


Must Exercise Care 
As To Litigation 


Mr. 
be most 


Panley charged the executives to 
careful as to litigation. De- 
cisions on double indemnity and _ total 
disability will affect accident as well as 
life companies. A decision may estab- 
lish a new principle of law or upset val- 


uable precedents. He called attention 
to Senator LaFollette’s statement that 
insurance companies are all owned by 
Wall Street banking interests. 
Clarence Daly Makes Good 

Impression as Speaker 

Clarence J. Daly, president of the 
Capitol Life of Denver, is one of the 


voungest life presidents in the country, 
if not the voungest. He took up the 
reins when his father, Thomas F. Daly, 
one of the founders of the American 
Life Convention, died. Mr. Daly spoke 
Thursday morning. He is a pleasing 
man on the platform. In his prelimi 
nary remarks he displayed some sparkl- 
ing, subtle wit. Mr. Dalv is not only 
the head of the Capitol Life but he op- 





erates a large fire and casualty busi- 
ness. 

President Isaac Miller Hamilton of 
the Federal Life spoke feelingly on Mr. 
Daly’s father and felicitated the con- 
vention that so worthy a successor is 
carrying on. 

President C. L. Ayres of the Ameri- 
can Life of Detroit could not be present. 
His paper was read by Prof. J. W. Glo- 
ver of the University of Michigan. 

Henry Abels, vice-president of the 
Franklin Life, golfist extraordinary in 
the American Life Convention and a 
former president, was the last speaker 
Thursday. 

J. C. Cameron of the Great Southern 
Life, who prepared a paper on the reg- 
ular program, had Secretary Blackburn 
read it, as his voice was impaired due 
to a cold 


Company Taxation Was 


Subject of Discussion 
OMMODORE KEY of the Volun- 


teer State Life was the first speaker 
Wednesday afternoon, taking as _ his 
subject, “Federal Taxation.” He held 
the present tax law favored the larger 
companies. E. E. Rhodes of the Mu- 
tual Benefit stated the American Life 
Convention voted twice in favor of the 
present premium tax. It had a spe- 
cial committee go to Washington to try 
to get such a bill passed. There the 
committee encountered Mr. Rhodes, who 
was trying to get the present income 
tax law passed. The committee, Mr 
Rhodes said, was very hostile to the 
new plan. After careful investigation, 
it favored the new plan. However, it 
was instructed to champion the premium 
tax. The plan first proposed was in- 
tended to be substituted for income and 
excess profits tax. The smaller com- 
panies felt the weight of the new issue 
and capital stock tax. The change was 
adopted to provide that 4 percent of the 
reserve should be deducted instead of 
the interest required to maintain the 
reserve. Mr. Rhodes said the Volunteer 
State Life’s tax last vear was $23,000 
while the Mutual Renefit’s was $504,000 
2” times larger. Yet the latter’s assets 
are 45 times greater. 
This might seem 
Volunteer. He showed, 
the Mutual Benefit earned 
on its invested assets and the 
7.41 percent. Mr. Rhodes claimed 
present law was more favorable 
smaller than the large companies 
George Graham of the Central States 
said the companies are well on the way 
to paying $50,000,000 annually in taxes. 
Most of the smaller companies are 
stock companies They have to pay 
dividends to stockholders. The govern 
ment now getting more than the 
stockholders The smaller companies 
are 3% percent companies. Their 
sets are smaller. They can earn a 
higher rate than if they had huge assets 
The 3! percent rates are lower than 
the 3 percent. There is less margin of 
exemption between the 3% and 4 ner 
cent than the 3 percent companies. The 
3% percent companies are mostly non 
participating. The margin for expens¢ 
and contineencies is less for those com 


unfavorable to th: 
however, that 
5.1 percent 
Volunteer 
the 
the 


io 


1s 


as- 


panies. Mr. Graham said the present 
law is not perfect. He favors a tax 
free interest income with a_ provision 
to protect the companies in case of 
bad epidemic or other calamity. 
Nemesis Follows Meeting. 
Arthur F. Hall, president of the Lu 
coln National Life, went about = on 
crutches most of the time of the Amer 
ican Life Convention meeting H 
strained his ankle during the golf turna 
ment. A _ strange Nemesis seemed t 
follow this meeting. C. A. Goodal 
vice-president of the American Bankers 
of Chicavo, dronped dead on the gol 
links Sunday. President Daniel Boon 
of the Midland Life is at the Dieu Hos 
pital in New Orleans, being suddenly 
stricken because of stone in the kidney 
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Weighs Disability—Double Indemnity 


ume of Dunham's great work on 
“The Business of Insurance,” are 
these now very interesting paragraphs: 
“Life insurance practically had_ its 
“— in a contract between two or 
nore parties that was in the nature of 
a wager. The payer of the premium 
would win if the insured died within a 
given period, and the insurer would win 
the insured survived such a period. 
“The first record we have of such a 
—- shows that it was made June 


|’: one of the chapters in the first vol- 


1583, in favor of Richard Martin, citi- 
en and alderman of London. 
“A policy on the life of Nicholas 


bourne, dated 
the London Assurance 
the request and a of 
Baldwin, is the second authentic 


Old Life Contracts Were 
Barren of Service 


Nov. 25, 1721, issued by 
Corporation at 
Thomas 
record.” 


On another page of this same volume, 

there is set out in full the form of the 
irliest life policy issued in this country, 
being the policy form issued in 1843 
the Mutual Lite of New York 


In none of these policy contracts were 


CHARLES F. 


Vice-President, 





COFFIN, Indianapolis 


State Life 
might with 
under the 


ere anv of the tems that 
y propriety be referred to 
“Our [Extended Service All of 
hese contracts are barren of anything 
it could be denominated service except 
he one thing of the payment of a sum 
of money in the event of death. Numer- 
us provisions looking to the avoidance 
ot even this service were scattered 
hrough the body of the contract 
Examining now a modern 20th cen- 


pic ol 


tury policy of life insurance, what a dit 
erent document do we find! As far as 
he east is from the west, so great is 
w difference between the policy con 


tracts of the sixteenth, eighteenth, and 


early part of the nineteenth cen 

turies, on the one hand, and the standard 

ntracts issued by the companies in 
24. 


Wide Service of the 
Modern Life Policy 


lt would fatigue the mind should one 
umerate all the provisions and benefits 
t out and elaborated in a modern pol 
though such enumeration would be 
plain narration of “Our Extended 


Service 
Among other things, our policies to 
include excellent and liberal provi- 

ns relating to travel and residence, to 
inges of beneficiaries, assignments, 
nforfeiture options, and numerous pro 
sions tor the method of premium pay 
nts Again, with the advance ot 
tuarial science and its practical adap 


ons to life insurance contracts, at- 


BY CHARLES F. 


made for loan 
values, and ex- 


tractive provisions are 
values, cash surrender 
tended insurance values. 


Emphasize Contrast Between 
the Old and the New 


These provisions constitute an attrac- 
tive chapter in the extension of the serv- 
ice which life companies today provide 
for their policyholders, and even these 
do not complete the list Phere is the 
provision relating to incontestability, the 
provision granting the right of changing 
from policy payment of a lump sum to 
that of payment by such installments as 
the policyholder may desire. There is 
also the provision conferring the con- 
tract right of reinstatement, an inesti- 
mable privilege. These and yet other 
features of a modern policy of life insur 
ance emphasize the meager service 
which the companies provided in the 
early policies and the tar-reaching serv 
ice of the modern ones 


Facked With Provisions 
for Human Service 


Che story ot the origin and develop 
ment of these various phases of the 
service of a modern insurance contract 
would make one of the most interesting 
and instructive chapters of life insuranc« 


history It is an outstanding and in 


COFFIN 


cently thinking that the easiest way oi 
preparing a paper was to inveigle the 
members of this convention into fur- 


nishing me the real and substantial body 
of thoughts for the paper, while I would 
be left to perform only the humbler and 


less difficult task of putting them to- 
gether, I accordingly addressed a brief 
letter to every corresponding member 


of the convention and asked the follow 
ing questions concerning the clauses in 
question: (1) Do you doubt, or does 
your company management doubt the 
wisdom of inserting these provisions in 
our policy contracts? (2) What are your 
chiet objections, if any? 


Various Objections Are 
Made to the Clauses 


more than a hundred re 
communication Phe 


Chere were 
sponses to my 


writers of the letters, in a general way, 
may be divided into two classes—thos« 
who approve, and those who disapprove 
of the disability and double indemnity 
clauses. The number of those who ay 
prove is greatly in excess of the number 
disapproving Several approved — the 


disability feature and declared against 
the double indemnity teature Other 
praised the double indemnity benefit and 
vigorously assailed the disability bene 
nit \s hove stated large majorit 


Disability clauses are issued at the present time by nearly all companies, 


and dovbie indemnity clauses by a great many. ‘ 
panies that use them are not convinced of their desirability. 
his paper on “Our Extended Service” 


Nevertheless, even com- 
In preparing 
for the New Orleans meeting of the 


Ametican Life Convention, Charles F. Coffin, vice-president of the State 


Life of Indiana, got the views of over 100 companies. 
both sides and his conclusion is that the clauses are of 


the argunicnts on 


Coffin reviews 


rea] service and the objections not vital. 


NSUTANCE policy 
1924 has grow 


almost a lite 


ressive tact that a lite 
in the vears tront 1843 1 
rom a dry, unattractive, 
less form, to Vital 
throbbing with human 
packed with provisions tor 
Ce service that has 
dominant factor in the 


human document 
imterest, an 
human 


become a 


ser\ 
lat Rt 


most a eco 


nomic and social conditions of the re 
public 
Many causes may be assigned for this 


development—some primary, some se¢ 
ondaryv—but among all of these must 
be given a conspicuous place to that of 
the ingenuity and sane vision of forward 
looking progressive men—men who be 
lieved in building no less than in con 
serving—men who were not willing to 
seek simply the line of least resistance, 
or profit merely by the experience and 
experiments of others, but who coveted 
the honor and distinction of making a 


real contribution to the service of the 
companies of which they were execu 
tives 


Result of Conquest Over 
Strenuous Resistance 


Of one further thing we may be cer 
tain, not a single liberal provision was 
added to the contract of 1843, not a 
single step in the matter of the extension 
of life insurance was taken with 
out opposition every 
such advance. Every inch of such new 
territory has been the result of 
quest over strenuous resistance 

As most of you already know, one ot 
the purposes of this paper is to present 
some suggestions relative to the com 
paratively recent provisions of life con 
tracts popularly referred to as the dis 
ability and double indemnity features 

In one of my altogether too frequent 
moments of weakness, l 


service 
and criticism to 


con 


and before | had 


grasped the real significance of the topi 
I consented to prepare this paper, little 
dreaming what a hornet’s nest of cor 
flicting views I would run into. Inno 


Some Writers View 
With Alarm 


\ number of 
neither 


other writers whose 


views there is time nor space to 


quote, express the tear that companies 
have added the disability benefits with 
out a knowledge of what constitutes 
idequate rates, and that we should all 
view with alarm what for this reason 
may hay pen to the companics W ithin 
the next tew years 

In a number of the letters, there was 
a suggestion that was indeed surprising, 
and that was that some of the com 
panties are extending the benetits under 


consideration especially the disability 


benefits, without making anv charge tor 
them over and above the regular pre 
mium I have no knowledge of any 
such company and sincerely hope that 
the suggestion is erroneous Many 
writers indeed were insistent that tor 
everv added benefit, there should be an 
adequate charge, and of course, this 


pinion will go without challenge 


What Advocates of 
the Provisions Say 


submitted extracts trom some 
those 


Having 
of the letters ot 
the clauses in question, it 


opposing the use 
vill be no 


hear 
these 


instructive to 
advocates of 


less interesting and 
what some ot the 
provisions say. 

(The reasons given in favor of the 
clauses were that they increase business, 
are just to the policyholders, they can be 
made so plain that there is no possibility 
of dispute, they are part of a fall service 
giving every measure of protection to 
policyholders, that in a large experience 
there has been no trouble, that the difii- 
culty on rates will be cleared up by tabu- 
lation of experience.) 


Indicate Widespread 
and Acute Interest 


These quotations clearly indicate the 
widespread and the really acute interest 
in these two special policy features. The 
disability clause and the double indem 
nity clause may not appear, by them 
selves considered, to be of such moment 
us value, but inasmuch as _ their 


insertion in policy contracts affects mil 
hons ot policyholders and billions of lite 
insurance, we are certainly justihed in 
them the most careful and 


sideration possible 


giving 
thoughtiul cor 
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Doubtless mat ‘ the members ot 
he Convention have read with both 
pleasure nd profit the comments ol 
loseph B. Maclean. the assistant actuary 
i the Mutual Life « New York in his 
book on life insurance; the paper pre 
sented by W. Stanley Smith, insurance 
commissioner of Wisconsin, before a 

ecting of the National Convention of 
Insurance Commissioners; the excellent 
pamphlet of Vice-President M. }. Cleary 

the Northwestern Mutual, in which 


forcetully sets out his 
clauses in question 
papers and addresses 
subject matter 


he clearly and 
objections to the 
ind perhaps other 


touching the sani 


Summing Up by 
J. B. Maclean of Mutual Life 


Mr Maclean 


re discussion ot 


devotes twenty pages to 
disability benefits and 
one page to the double indemnity bene 
fits. He closes his twenty-page discus 
sion with the following paragraph 

“It may be said that the stage has 
disability insurance 
is probable that 
benefits will be 
terms to almost as 
insur 


, 


passed where 
experiment. It 
future, disability 


been 
was an 
in the 
available on suitable 
wide a range of risks as is life 
dou 
sum 


ance.” 

The same writer disposes of the 
ble indemnity benefit in a rather 
mary way, as follows 

“Double indemnity benefits require 
but a few words. The double indemnity 
provision is purely a competitive feature, 
and is, in the opinion of many, an unde 


sirable and an unnecessary addition to a 
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life insurance policy. It meets no real 
need, but, on the contrary, adds some- 
thing which is bound to be a fruitful 
source of litigation and trouble.” 


Now Used by Majority 
of Life Companies 


Regardless of the amount of insurance 
affected, inasmuch as the disability 
clause and the double indemnity clause 
are now inserted in the policy contracts 
of the great majority of life insurance 
companies throughout the entire coun- 
try, it would at first blush seem that 
there is not any large purpose that can 
be served by the presentation of such a 
paper as this to the members of this 
Convention; and yet, as several of the 
companies using these provisions are 
doing so merely to meet competition, 
and as there exists an undoubted and 
rather extensive difference of opinion as 
to the wisdom of the inclusion of these 
provisions in life policies, a few words 
devoted to an examination of the objec- 
tions urged, and to a consideration of 
the whole subject from the standpoint 
of the topic of this paper, may be of 
some value. 


Objections Fall into 
‘wo Classifications 

It is perhaps ‘sufficiently accurate to 
say that the objections fall into two 
classes: (1) Objections based on the 
belief that the provisions in question are 
repugnant to the true theory of life in- 
surance; (2) Objections based on what 
may be termed prudential considera- 
tions. 

With reference to the objection that 
the provisions in question are repugnant 
to the true theory and purpose of life 
insurance, it is said—and in all sincerity 
—that these provisions embody nothing 
more than health and accident insurance, 
and that to incorporate them in life poli- 
cies is to encroach unfairly on the terri- 
tory and business of accident and health 
insurance companies. 


No Such Thing as 

Unfair Competition 

With all due deference to those hold- 
ing these views, it scarcely appears to 
me that they merit much serious discus- 
sion. There is no territory over which 
any company or business has exclusive 
jurisdiction, and therefore, such a thing 
as unfair competition between a life in- 
surance company and an accident com- 
pany merely because the life company 
writes double indemnity, i is quite impos- 
sible unless competition shall be carried 
on by unfair and dishonest methods. 
Double indemnity, or rather, death by 
accident, as a pure matter of law, is as 
much life insurance as it is accident in- 
surance. And furthermore, I am com- 
pelled to differ entirely from those who 
are of the opinion that the double in- 
demnity provision provides nothing but 
a mere _ business-getting expedient, 
thongh I have no quarrel whatever with 
those who hold that view. 


Particular Need for 
Double Indemnity Clause 


On account of the wide development 
of the use of machinery, of the con- 
stantly increasing number of applications 
of electricity, and of the ever-increasing 
menace of the automobile, and other 
sources of accidental death, there is pre- 
sented as never before a real contingency 
against which men need just the pro- 
tection that the double indemnity pro- 
vides. 

Now, a word concerning the objec- 
tions based on prudential considerations. 
For the sake of convenience, let us 
enumerate some of these objections. 

It is said that policyholders frequently 
misunderstand the nature of the bene- 
fits conferred; that agents do not always 
present or explain these benefits clearly 
or fairly; that many false and fraudu- 
lent claims will be presented which will 
lead to great difficulty in a fair adminis- 
tration of the provisions. Furthermore, 
there is the fear that courts may so con- 
strue the provisions as to require com- 
panies to pay claims never conte iplated 
when these provisions were adopted. 
And last, and greatest of all, there is 
urged the objection that there is not yet 


THE 


sufficient knowledge or experience upon 
which to base safe and adequate pre- 
mium rates. 

Difficulties of Administration 

Not Real Objection 

As to all of these objections except the 
last, no elaborate discussion is necessary. 
They are not particularly serious; they 
may try the skill, the intelligence, the 
patience of claim adjusters and lawyers, 
but these are trifles light as air. What 
are claim adjusters and attorneys for if 
not to exercise skill, intelligence and 
patience in solving the problems of the 
companies who employ them? 

To emphasize the difficulties of ad- 
ministration which these clauses pro- 
duce, borders upon a confession of the 
weakness of administrative capacity. 
Smooth sailing gives no test of the sea- 
worthiness of a ship, and an easy and 
routine administration of a great cor- 
poration develops no outstanding ex- 
ecutives or skillful and valuable depart- 
ment heads. Merely prudential questions 
in any field of activity, military, civil, or 
commercial, should be considered and 
appraised only that they may be over- 
come when they are in the path of prog- 
ress, public safety, or wide personal 
service. 


Lack of Knowledge to 
Be Cured by Time 


And now, a word about our lack of 
experience or knowledge upon which to 
base adequate rates for the proper and 
safe administration of the disability 
benefits. The total and permanent dis- 
ability clauses are neither new or un- 
tried. During the period when the 
mortality tables now used by life insur- 
ance companies were in process of for- 
mation, the number of exposures was 
limited and the facilities for gathering 
statistics meager, whereas, now, with the 
advance of actuarial knowledge and the 
wonderful increase of facilities for gath- 
ering statistics and the almost unlimited 
number of exposures to be observed, ten 
years of observation yield results more 
satisfactory and reliable than did 50 
years of observation in earlier times. 


Unable to Agree 
With the Objectors 


Aiier giving careful consideration to 
all of the objections urged against the 
use and value of disability and double 
indemnity benefits, and having in mind, 
as I trust, a full sense of my own re- 
sponsibility as a company executive, I 
find myself unable to agree with those 
who fear some calamity is likely to fall 
on the companies adopting these provi- 
sions, or those who believe that by their 
incorporation in life policies, the vested 
rights of health and accident companies 
will be infringed. 

The criticisms urged against the in- 
sertion of disability and double indem- 
nity benefits in life insurance contracts 
constitute but a gentle zephyr compared 
with the tornado of criticism ar 1 abuse 
heaped on the heads of the pioneers in 
department store promotion. 


Logical Part of a 
Life Insurance Policy 


The disability benefit is a logical, an 

integral part of a life policy and it is 
impossible for that benefit to be fur- 
nished in any practical way by any other 
type of company. Practically everyone 
today recognizes, as many of the letters 
quoted stated. that it is the chief merit 
of the disability benefit that “it insures 
the insurance”: and unless the disability 
benefit is conferred and administered by 
the same company that issues the insur- 
ance, it cannot serve its principal pur- 
pose. 
I am firmly of the opinion that, in a 
very few years, when progressivism has 
so educated policvholders that they will 
no longer misunderstand the nature of 
the henefits conferred, and has succeeded 
in instructing agents so that they will 
explain these benefits clearly and fairlv, 
and has removed all reasonable doubt 
as to what constitutes safe and adequate 
premium rates—and these goals are in 
sight alreadvy—every reluctant company 
in the country will incornorate the dou- 
ble indemnity and disability benefits. 
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Lapse Committee Report Gives 
Plan for Analyzing Situation 


HE report of the committee on 
eeting, ob by Harry L. Seay of 
the Southland Life, outlined a pro- 

gram for effectively analyzing the lapse 
situation of company members over the 
period 1909-1923. The questionnaire 
and general plan proposed was given in 
the report as follows: 

“After careful deliberation your com- 
mittee on September 20 addressed a 
communication to members. Favorable 
rerlies were received from 90 companies, 
20 companies replied unfavorably, 7 
3 have not been heard 


were undecided, 
from. The number of favorable replies 
is very encouraging to the committee. 


A majority of the companies that re- 
plied tavorably expressed a willingness 
to furnish more data than was called 
for if necessary. 

“With regard to the cost of the in- 
vestigation your committee would re- 
port that three independent estimates 
have been made. The committee is sat- 
isfied that the cost to each individual 
company of preparing the data would 
not exceed $200 if 300 cards for each 
year’s business be required. If the com- 
mittee finds that more data is neces- 
sary, the cost to the individual compa- 
nies is not expected to exceed $300. The 
committee has decided that it will be 
more economical to have all the cards 
perforated in the central bureau. It is 
believed that the cost to the American 
Life Convention will be within $5,000. 


Anticipate Profit to 
Companies in Conservation 


“If the proposed investigation is un- 
dertaken, the committee is hopeful that 
in reporting the results to the Ameri- 
can Life Convention it will at the same 
time be able to submit recommendations 
which, while not interfering in the pro- 
duction of new business, will assist ma- 
terially in the conservation thereof. 
Your committee recommends that it be 
authorized to proceed with the investi- 
gation. 

“Each member company participating 
in the investigation will furnish the 
data called for by the committee cov- 
ering the issues of 15 years beginning 
with the calendar year 1909 and ending 
with the calendar year 1923. 

“In order that the results may not 
be unduly affected by the experience of 
any one company, or of any group of 
companies, it is proposed that every 
company shall furnish the data for the 
same number of policies. The commit- 
tee has tentatively determined that each 
participating company shall be asked to 
furnish the data for 300 policies in each 
of the years covered by the proposed 
investigation. If the members of the 
American Life Convention generally 
participate, this is expected to provide 
a sufficient amount of data without im- 
posing an undue burden upon any com- 
pany. The 300 policies for each year 
will be taken from the issues of the 
several months of the year. 

“The data called for will be substan- 
tially as follows: 


“1. Name of company (by code num- 
ber.) 

“2. Number of ~olicy. 

“3. Year of issue. 

“4. Age at issue (according to cer- 
tain age groups.) 

“5. Amount. 

“6. Kind. 

“7, Mode of payment of premium, 
whether annual, semi-annual or quar- 
terly. 

“g. Year of termination. 

“9. Mode of termination. 

“10. Residence by state and whether 


urban (towns of 10,000 or more) or 
rural. The separation of urban and 
rural business will not be required by 
the committee. It is proposed for the 
benefit of those companies which desire 


to investigate their own experience wit! 
respect thereto. 

“11. Agents, whether part-time 
full-time. Note: The committee is de- 
sirous of investigating this phase 
business, but is not disposed to insist 
thereon, if the practical ditheculties 
volved in furnishing this particular data 
are too great. 

“12. First year’s compensati< 
whether brokerage or renewal and 
whether 75 percent or over, under 75 
percent but not under 65 percent, under 
percent but not under 55 percent, 
under 55 percent. Also whether 
salary is paid without commissions 
salary paid with commission. Not 
The committee proposes that in pub- 
lishing the results of the investigatio: 
these commission groups shall be re- 
ferred to as ‘Class A,’ ‘Class B,’ etc 

“13. Length of service during whic! 
agent has continued (to date of inves 
tigation) to actively produce business 


65 
and 


A, less than one year; B, one year o1 
over and less than five years: C, fiv 
years and over. 
Questions as to 

Company Practice Included 

“It is proposed that the work |x 


done by means of Hollerith cards. Thx 


cards, for perforation, will be furnished 
by the committee to those companies 
which desire to supply the perforated 
cards in complete form. Companies 
which do not furnish the perforated 
cards will be required to furnish thei: 
data on written lists, and the santo- 


rated cards will be prepared by the com- 
mittee from the lists. In such case, a 
company will be charged with the ac 
tual cost of preparing the perforated 
cards. In addition to the data set 
forth, the committee proposes to pre- 
pare a general questionnaire covering— 

“1. Does the company accept notes 
for first year’s premiums? 

“2. Are renewal collections made by 
(a) company’s own agent, (b) banks or 
other authorized collectors other than 
agents, (c) direct? 

“3. Does company 
premium notes? lf 
cash payment required 
policy value? 

“4. What proportion of policies is- 
sued in the years 1909-1924 contain au 
tomatic premium loan provision?” 


Canines Rapes Shows 
Need for Uniform Laws 


D. W. Simms of the Lafayette Lite, 
chairman of the Uniform Laws Commit- 
tee, in his report said there should be 
uniformity in state laws on the funda- 
mentals of life insurance such as stand- 
ard policy contracts, reserves and valua- 
tions. Uni‘orm laws, however, regulat- 
ing methods, policies and _ practices, 
would place the companies in a straight 
jacket. The committee recommends a 
standard incontestable clause. Uniform- 
ity should also be used in the statement 
in a policy as to the deposit of the re- 
serve with a state insurance department. 

The committee considered at length 
the Kansas notice respecting forfeiture. 
It stands alone in this regard. The 
practical result is to give 61 days ot 
grace instead of 31. The committee 
hopes the Kansas act will be repealed 
and that the law in other states be sub- 


renewal 
an initial 
regardless of 


accept 
so, is 


stituted. The committee urges that 
more uniformity as to state taxes on 
premiums be sought. 

There are two notable cases of 


fathers and sons in the Legal Section: 
William BroSmith and Allan E. Bro- 
Smith of the Travelers; Jas. C. Jones, 
Sr., and Jas. C. Jones, Jr., of the Amer- 
ican National of St. Louis. Both sons 
read papers at the meeting of the Legal 
Section. 
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Profitable Agency Management Plans 


OME authorities might claim that 
S there are primarily only two sys- 

tems of agency organization and de 
velopment in use in this country, but a 
caretul study of the situation leads to 
the conclusion that there are three sep- 
arate and distinct i 
organization and management 
ing employed by American life insur- 
ance companies. The first and oldest 
of these systems is that of the general 
agency; the second the branch 1 
system, and the third the district or 
state manager system. 


Systems oO agency 


now be- 


office 


General Agency System 
First to Be Employed 


The general agency system was the 
first to be employed. Under this sys- 
tem the general agent is given a contract 
for a definite territory, either a state o1 
district, pays all his own expenses in- 
cluding office rent, clerk hire, etc. He 
usually receives a rather larger first 
year commission than where the com- 
pany pays any part of these expenses, 
and practically becomes the company 
in his territory so far as concerns the 
methods used in the employment ot 
agents and the acquisition of new busi- 
He makes his own contracts with 
agents in his own name, and conducts 
the business fairly to his own liking by 
deciding who shall be employed and 
who retained in his organization. Un- 
til about 25 years ago, this was practi- 
cally the sole system in use by Amer- 
ican life insurance companies, and since 
the companies assume no responsibility 
for the production of new business in 
the general agent's territory, contenting 
themselves with the periodical receipt 
of net first vear and renewal premiums, 
they were content to allow the general 
agent a rather wide latitude in the selec- 
tion and retention of his organization. 
Under this system the general agent's 
sole concern is that of a jobber who 
receives a margin of profit on the vol- 
ume of business transacted. 


Branch Office System 
Adopted by Many Companies 


ness. 


During the past quarter century an- 
other system of employing field organ- 
ization has been successfully adopted by 
a great many companies, known as the 
branch office system, where the manager 
of the branch is paid a salary and often 
also given a small commission interest 
in the business, the company paying all 


expenses of the office, clerk hire, etc., 
and retaining direct home office super- 
vision over the agency plant. This sys 


tem has the virtue of making for direct 
responsibility to the home office and 
gives the officers of the company direct 
say over who shall be emploved and 
retained in the agency, and what 
methods and practices may be continued 
or discontinued in the pursuit of its 
business. Under this system the branch 
office is occasionally an office of issue. 
with a responsible medical man in charge 
of this department, and where at least 
all standard cases are approved and the 
policies issued by the branch office and 
in turn reported to the home office. 


There is another system of agency 
organization now employed by many 
companies which is something of a 
modification of the two systems above 


referred to, by the employment of the 
branch office manager on a commission 
} 


asis, but where the company pays all 


ot the office expenses, including rent, 
clerk hire and other incidental office 
charges. 


Advantages and Disadvantages 
of General Agency System 
There is 

old gel 


little question but that the 
eral agency system has the vir 


tue of developing business capacity in 
the general agent. The necessity of 

naging one’s own business success- 
tully brings out the resourcefulness and 


} 


administrative ability of the 
man in charge of the agency, and where 


susiness 


BY CLARENCE L. 


he is successiul he makes more of an 
impress on the community in which he 
lives than can the salaried man 
successtul in his own business, he 
identihes himself with other business en- 
terprises in his community, such as bank 
ing, Manutacturing, etc., and this 1m. 
press on the community where | 
resides is greatly to his 
company’s advantage 

However, the matter of the company 
not having supervision over who 
should be employed and retained in the 
] 


own and the 


direct 





agency and the methods to be used in 
the pursuit of the business of the com- 
pany in that territory, in our opinion 
is not conducive to the most healthy 


situation in all instances. The payment 
ot larger first year commissions has led 
to abuses such as rebating and twisting, 
which with misrepresentation by the 
less scrupulous of his organization, all 
made for a situation not conducive to 
the building of good-will and a respect- 
ful regard for life insurance as an insti- 
tution. The system has the further dis- 





AYRES 


n the employment of agents and gives 
he agency officers opportunity to insist 
proper 
i< selling 


methods and practices in 
ng of insurance, all conducive 
o good will and 


he part ot the 


a respectful regard, on 
public, tor hfe insur 
institution This system, 
however, has the disadvantage ot leavy 
ing the branch manager always a sal 
aried employe, subject to 

transter, which he must have ever be 
fore him, leaving little incentive for hin 
to identify himself with the business 
activities of his community. 


ance as an 


change or 


District or State Manager 
Plan Favored by Speaker 
rhe district or state 

of agency 


Manager svsteni 
building and operation, where 
the company pays all the branch 
expenses but employs the manager on 
a commission basis, in our judgment, 
has the virtue ol both the 
agency and branch office systems 
few, if any, of the 
makes for 


othice 


general 
with 
demerits of either. It 
centralized 


) 
} 
I 


agency control 


Clarence L. Ayres, president of the American Life of Detroit, in’ his 
paper on “Profitable Agency Management,” read by Prof. J. W. Glover 
of the University of Michigan, outlined the different systems now in vogue, 
including the general agency system, the branch plan, and the district or 
state manager system, expressing a personal preference for the latter 
method. He also took up some of the details of office management, giving 
a rather extended discussion on the question of training for new agents and 
telling something of the plan which his company has followed of conduct- 
ing agency schools at different points and the good results obtained from 


them. 


advantage of difficulty in finding men as 
general agents who are financially pre- 
pared or who can be persuaded to fi- 
nance their own operations in the early 
years of their agency, thus making for 
a lower progress in agency building. 


Branch Office Makes for 
Progress in Agency Building 


The branch 
branch is in direct charge of a salaried 
manager, the company paying all the 
expenses of the office, has the virtue of 
making lor greater progress in agency 
building, for the reason that it removes 
trom the manager the disadvantage ot 
financing his operations. It makes for 
centralized control from tl office 


office system, where the 


he home 





CRAWFORD H. ELLIS, New Orleans 
President Pan-American Life 


from the home office and for more 


authoritative and responsible representa 


tion, It gives the officers of the com- 
pany in charge of agency operations di 
rect say over who shall be employed 


and who retained in the agency, and the 
power to insist upon a character of 
representation and operation calculated 
to build good will for the institution of 
life insurance and the agency and com 
pany It removes from the 
the handicap of financing, at least the 
overhead expenses of their tugencies, 
thus making it easier to find good men 
who can be persuaded to undertake the 
responsibility of building up agencies, 
where if they had to finance the entire 
operations, they might be reluctant to 


managers 





CLARENCE L. AYRES, Detroit 
President American Life 


» so rhe company financing such 
verhead expenses enables its managers 
build agencies more rapidly. At the 


throws them entirely 


same time it upon 
their own business resources, develops 
all the business administrative capacity 


that within them lies; removes the fear 
transferred to some other of- 
their identifying 
enter 
may be 
advantage 
and the 


ot being 
ice, and encourages 

themselves with other 
prises of the community 
with 


their 


business 
as they 
resulting 


agencies 


able to do so. 
to themselves, 
company 


Company Controls Entire 
Plant and Organization 


Where this system is employed, the 
company owns its own branch offices 
and the branch office cashiers and clerks 


are direct employes of the company, s¢ 
that if a change in managers is at any 
time found necessary, either by the de 
manager or otherwise, the 
company is in possession of the entire 
plant and organization. Under this sys 
usually approved by 
1 executive officer of the company in 
agency department only 
after the has passed the scrutiny 
of and met the requirements of the in- 
surance department ot the 
has had a license issued to him, and 
after he has passed the scrutiny of the 
bonding company and a bond has been 
issued to the company for his fidelity 
in his trust, thus giving the company 
direct supervision over the employment 
and retention of worthy agents and the 
discharge of unworthy Discre 
tion is usually exercised by the company 
in the employment or dismissal of an 
agent, and such action should be taken 
after consultation with the district or 
state manager, but the power to act has 
a constantly wholesome influence over 
the agency, and we believe makes for a 
larger measure of co-operation between 
the company and district or state man- 
ager in charge. 


Different Methods of 

Compensating Agents 

\ great deal has been said about the 
rate of commissions that should be paid 
to an agent or district or state manager 
In our office, we are not in favor of too 
high first year commissions. In_ the 
first place, we believe it leads to abuses 
which are not conducive to a healthy 
class or character of business, and on 
the other hand our observation has been 
that with but few exceptions men who 
are employed on high first year commis- 
sions do not make a financial success of 
the life insurance business. In other 
words, we believe that extravagant first 
year commissions lead to extravagant 
habits and practices on the part of the 
agents, and this extravagance does not 
make for business building or perman- 
ent financial Personally, 1! 
favor a moderate first year commission 
with a rather substantial second year 
renewal and a more moderate subse- 
quent renewal commission for a reason- 


cease ot a 


tem, contracts are 
al 


large of! the 


! 
cl 
i 


agent 


state, and 


agents 


success. 


able term of years. The more modest 
first vear commission, in our judgment, 
eliminates extravagant and bad prac- 
tices such as rebating, twisting, etc., 
thereby making the business more 
stable and permanent—and a rather lib- 
eral second year renewal has the dual 
advantage of compensating the agent 
for a lower commission the first year 
while giving him a greater interest in 


the renewal of the policy, acceleratcs his 

and more quickly anchors him 
agency and the company, thus 
a tendency to minimize the waste 
plant. 


success 
to the 
having 


of turnover in the agency 


Must Train Agents to 
Give Them Right Status 
It would seem to go without 
that no man’s judgment on any 
tion is ever better than his information 
on that subject, and since life insurance 
(CONTINUED ON PAGE 50) 


saying 
ques- 
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Existing Taxation on Life 


BY A. L. KEY 


HE existing federal law taxing life 

insurance was enacted in 1921 and 

reenacted during the present year. 
Briefly, the law taxes at the rate of 12% 
per cent the gross income received from 
interest, dividends and rents, less the 
following deductions: The amount of 
tax exempt interest; an amount equal 
to the excess, if any, of 4 per cent of 
the mean of the reserve funds required 
by law and held during the taxable year 
over the amount of tax exempt inter- 
est; the amount received dividends 
from a domestic corporation; an amount 
equal to 2 per cent of any sums held 
at the end of the taxable year as a re- 
serve for deferred dividends; investment 
expenses paid during the taxable year, 
if any general expenses are included, 
not in excess of .25 per cent of the mean 
investment assets; taxes and other ex- 
penses paid during the taxable year ex- 
clusively upon real estate owned by the 
company; a reasonable allowance for 
depreciation of property; interest on in- 
debtedness paid or accrued during the 
taxable year. 

In the case of every company 4 per 
cent of its mean reserves is greater than 
the amount of its tax exempt interest, 
therefore, deduction (1), tax exempt 
interest, is of no benefit as a deduction 
and need not be considered, so that 
we may consider that there are really 
only seven separate deductions from the 
gross income. 


as 


Representative Experience 
Is Given as Basis 


For the purpose of analyzing the prac- 
tical operation of the present federal 
law and also to determine the aggregate 
amount of state, county and municipal 
taxes, licenses and fees paid by the sev- 


eral companies I have been supplied with 
the returns of 139 companies covering 
those various taxes upon the business 
transacted in 1920, 1921, 1922 and 1923. 
Of these 139 companies, 128 are ordi- 
nary life and 11 are industrial. As these 
139 companies hold 94 per cent of the 
total admitted assets of the 291 Amer- 
ican life insurance companies and 90 
per cent of the business in force, the 
conclusions found from a compilation of 
their returns should quite accurately re- 


der the present federal income tax law, 
on the business of 1925 than they paid 
under the so-called war tax laws on the 
business of 1920. However, it should 
be remembered that many of the com- 
panies, especially the large companies, 
have several controversial questions 
with the Treasury Department that have 
under the laws in force in 1920, 


arisen 
particularly with respect to the payments 
to be made under the excess profits 
clause. 


A. L. Key 1s vice-president and general manager of the Volunteer 


State Life of Chattanooga. 


In his address on the question of taxation before 


the American Life Convention he presented a strong appeal for the reduc- 


tion of the taxes, federal and state combined. 


on the experience of 139 companies, 


assets and $0 percent of the business in force. 
representative of the life insurance business. 


Mr. Key presented figures 
representing 94 percent of the total 
His comment was thus 
He showed that the combined 


tax rate is a tremendous drain on the life insurance companies, far in 
excess of the amount needed for adequate supervision. 


flect the situation with respect to the 
entire 291 companies. 

A tabulation of the returns of the 139 
companies under consideration shows 
that on the business transacted in 1920, 
when the policy tax, capital stock tax, 
income tax and excess profits tax were 
all in force, they paid a total federal 
tax of $9,645,094; in 1921 $10,473,544; in 
1922 $9,748,580 and in 1923 $11,672,256. 

This means that notwithstanding the 
removal of the policy tax, capital stock 
tax and excess profits tax the compa- 
nies paid 21 per cent greater taxes, un- 


The returns of the 139 companies 
show that the total aggregate state, 
county and municipal taxes, licenses and 
fees paid by them on the business of 
1920 was $22,121,716; on the business 
of 1921 $24,475,293; on the business of 
1922 $27,265,959; and on the business of 
1923 $30,697,566. 

If we assume that the 152 companies 
not represented in this compilation and 
holding 6 per cent of the total admitted 
assets of the 291 American companies, 
paid additional taxes amounting to 6 per 
cent of the several aggregates just enu- 
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Insurance 


merated, we find that on the business 
transacted in 1920 there was a total tax 
on life insurance of $33,672,818; in 1921 
$37,045,767; in 1922 $39,235,443: and in 
1923 $44,912,011. 

The total surplus, including capital, 
of the 291 companies on Dec. 31, 1925, 





A. L. 
Vice-President, 


KEY, Chattanooga 
Volunteer State Life 


was Consequently, the 
total taxes, fees and licenses paid on 
the business of 1923 was slightly more 
than 6 per cent of their free assets. It 
must be acknowledged that this is ex- 


$744,205,386. 
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se om >: Back of every policy you sell 

ee [ts 1 is an investment in the 

< community from which that 

. business comes—Municipal, 
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We deposit the premiums 

olay you collect in your local 

00 “WEY? bank. So Your business is a 
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The Hall of Fame 


This beautifully furnished and paneled room 
in the Illinois Life Building was planned solely 
for the comfort and entertainment of visiting 
agents and their wives. 


The frames in the right and left panels at 
the end of the room contain the Honor Rolls for 
the year 1922, the home-office-building year. 
The two pictures in the central panel are of Cal- 
vin Coolidge and Charles G. Dawes, each of 
whom spoke on August 5, 1922, at the Corner 
Stone Laying ceremonies. It was the first time 


that these two distinguished Americans made a 
public appearance together. 


The setting aside of the beautiful Hall of 
Fame for the use of the visiting members of the 
Illinois Life’s agency family is just another in- 
dication of the fact that this Company has not 
yet grown so big that the folks at the Home 
Office have lost that close personal relationship 
and friendship with the men in the field which 
is so much appreciated by that type of man who 
likes to feel that he is working with a company 
rather than for it, 


Illinois Life Insurance Company 
CHICAGO 


JAMES W. STEVENS, Founder 
GREATEST ILLINOIS COMPANY 





Illinois Life Building, 1212 Lake Shore Drive 


The Illinois Life is the Dean of the Illinois Legal Reserve Life Insurance Companies 
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AMERICAN LIFE 
REINSURANCE CO. 


HOME OFFICE—Dallas 
BRANCH OFFICE—Chicago 


The Management of the American Life again expresses 
heartiest appreciation for the generous patronage accorded 
the Company during the first half of 1924. 


INSURANCE IN FORCE 


December 31, 1919...... $5,290,381 
December 31, 1920...... 19,025,345 


December 31, 1921...... 27,146,043 
December 31, 1922......32,019,215 


December 31, 1923. .41,224,327 
June 30, 1924.......... 46,100,000 


Biggest June in Company's History. 
Biggest Half Year in Company's Hislory. 


ANNOUNCEMENT 


On July first the American Life moved into its own 
Home Office Building at 3015 Cedar Springs Road, which 
was formerly one of the handsomest residence properties in 
Dallas. The large shaded lawn fronts 350 feet on the prin- 
cipal automobile boulevard of the city, and the commodious 
brick buildings assure ample space for this rapidly growing 
organization. 

SERVICE—With excellent mail facilities and with 
telegraphic connections installed in the building we are 
prepared to give PROMPTEST SERVICE to all our cli- 
ents. Mail and telegrams addressed Dallas, Texas, will 
reach us promptly. 

SECURITY—Our Home Office is owned without in- 
debtedness and was purchased at a price that will prove a 
most profitable investment from a rent-saving standpoint. 
SECURITY to policyholders has been enhanced. 


A most cordial invitation to visit us when in Dallas is 
extended to our insurance friends everywhere. 


OFFICERS 


BERT H. ZAHNER 
Chicago Manager 


MORTON BIGGER 
Secretary 


A. C. BIGGER 


President 


FRED D. STRUDELL 


Vice-President 
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ceedingly drastic taxation. The re- 
mainder of the admitted assets of the 
companies are apportioned or set aside 
to cover various liabilities and the pol- 
icyholders reserves, amounting to $8,- 
128,646,539, upon which the companies 
guarantee an annual interest of 3 per 
cent to 4 per cent. 


Is on Different Basis 
From Other Business 


Under the present law the taxation 
of life insurance companies is placed 
on an entirely different basis from that 
of other corporations. No deduction is 
allowed for insurance expenses, loss 
from mortality, or loss from the sale 
or depreciation of capital assets. In its 
practical working the law does not per- 
mit a deduction of the interest received 
from tax exempt bonds. Under the 
present law it is entirely possible for a 
company to incur serious losses in sur- 
plus through losses in mortality, depre- 
ciation in the value of its securities, or 
other causes, and yet be forced to pay a 
heavy federal income tax should it have 
a good investment income. This being 
the case, there seems to be no sound 
or logical reason why Congress should 
insist that the “net income” of life in- 
surance companies, which is a very 
different “net income” from that of 
other corporations, should be taxed at 
the same rate as the net income of other 
corporations. Under the present law 





THOMAS W. BLACKBURN, Omaha 
Secretary American Life Convention 


it is possible to determine quite accu- 
rately what aggregate tax will be re- 
ceived from the companies for a given 
rate and the logical method would seem 
to be for Congress to determine the 
aggregate tax it wishes to place upon 
life insurance and then apply the rate 
that will produce the aggregate tax 
agreed upon. 


Compared to Tax Rate 
on National Banks 


As already stated, the total tax paid 
by 291 life insurance companies on the 
business of 1923 was approximately 
$44,902,000. This appears to be a very 
heavy tax on a business that has an 
aggregate capital and surplus of only 
$744,205,000. According to the report 
of the comptroller of the currency for 
1923 the 8,239 national banks, with an 
aggregate capital and surplus more than 
three times that of the life insurance 
companies and with assets more than 
twice as great, paid a total tax for the 
fiscal year ending June 30, 1923, of $67,- 
412,000. The report does not segregate 
the federal from the state, county and 
municipal taxes. The banks paid $320,- 
051,000 interest on deposits, while the 
life insurance companies credited ap- 
proximately $266,174,000 interest on 
their policyholders’ reserves. It is not 
doubted that the national banks pay 
their full proportion of the taxes, but 
this comparison indicates that in pro- 
portion to assets and surplus funds the 


tax upon life insurance is considerably 
heavier. 


State Taxes Constitute 
the Biggest Burden 


The state, county and municipal taxes, 
licenses and fees constitute the main tax 
burden placed upon life insurance—ap- 
proximately three times as much as the 
federal income tax. Less than 5 per 
cent of the revenue is expended in state 
supervision of insurance. But members 
of the state legislature, representatives 
of the people, find it an easy tax to col- 
lect and exact a heavy toll in the shape 


of a tax on premiums—essentially a 
sales tax. They shut their eyes to the 
fact that they are really taxing the 


9,000,000 men and women who put aside 
from their incomes an average of about 
$180 per year for ordinary life insurance 
for the care and support of their de- 
pendents upon the death of the insured; 
and, something that is even more diffi- 
cult to defend, they place this drastic 
tax upon the laboring class, who ex- 
pend, from their meagre savings, ap- 
proximately an average of $13 each, per 
year, for industrial insurance upon 20,- 
000,000 men, women and children. 


Is Tax on the Big 
Mass of Policyholders 


An official of one of the old and large 
companies recently stated, in a public 
address, that taxes, in his particular 
company, increased the cost of insur- 
ance to the policyholder 8.3 per cent. 

If one realizes the beneficent work 
achieved by life insurance,—the care and 
support of widows and orphans; the 
education of fatherless children; the sup- 
port of income earners, both men and 
women, in their old age; the preserva- 
tion of income earning and tax paying 
estates,—and that it is by far the great- 
est factor in our body politic for induc- 
ing and stimulating thrift and saving, 
one is forced to admit that life insur- 
ance should receive every encourage- 
ment from government, both state and 
national. 

Every enlightened statesman must con- 
cede that life insurance should be 
promoted and fostered, that every ob- 
stacle to its proper development should 
be removed and that the tax placed upon 
it should be limited to the amount nec- 
essary to obtain sufficient revenue to 
supply efficient, thorough and _intelli- 
gent governmental supervision. 

One of the greatest services that could 
be rendered to their 29,000,000 policy- 
holders would be for life insurance offi- 
cials and agents to educate the people 
and their representatives to an unquali- 
fied acceptance of this unassailable 
doctrine. 


Company Attorneys Make 
Merry at Annual Dinner 


E. M. Grossman of St. Louis, general 
counsel of the Central States Life, is 
the court jester of the attorneys, their 
perennial toastmaster, a wit, raconteur, 
who brings out his cap and bells at 
every meeting of the Legal Section on 
the first evening and keeps the spirit 
of the feast in high key. The attor- 
neys called him again to command this 
year. Those who spoke were: E. J. 
McGivney, Pan American Life; W. H. 
Hinebaugh, Central Life of Chicago; W. 
C. Wells, Lamar Life; H. F. Tyrrell, 
Northwestern Mutual; Wm. Bro Smith, 
Travelers; D. W. Simms, LaFayette 
Life; J. C. Jones, Sr., American Na- 
tional of St. Louis; W. M. Allen, Frank- 
lin Life: Wm. McKinley, Old Colony 
Life of Chicago; T. W. Blackburn, sec- 
retary American Life Convention; John 
\. Atkinson, Standard Life of St. Louis; 
W. K. Wakefield, International Life; L. 
A. Stebbins of Chicago; J. A. Chambliss, 
Provident Life & Accident; C. P. Peter- 
son, Bankers Life of Nebraska; A. D. 
Hollis, president United Life & Acci- 
dent; R. J. Merrill, vice-president United 
Life & Accident; H. C. Bates, Metro- 
politan. 
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GOODFELLOWSHIP 


The American Life Convention each year makes a substantial contribution 
to the spirit of fraternity and goodfellowship among the executive heads of all 
the American Life Companies represented in the American Life Association. 


GOODFELLOWSHIP 


Prevails at all times between the official family of the International Life Insur- 
ance Company and its Agency force. The officers of the International Life 
realize the value of an aggressive field force. Our Lifemen and our Executives 
are good fellows working with one another to further the interests of 


The Fastest Growing Company in the Mississippi Valley 


If you are qualified as a real salesman and a Good Fellow there is a place for 
you in our rapidly growing agency organization. 


Operating in Thirty-Five States 


International Life Insurance Co. 


St. Louis, Missouri 


J. R. PAISLEY, President W. K. WHITFIELD, Vice-President 
W. F. GRANTGES, Supt. of Agents 
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PPARENTLY there are three 

classes of problems in the life in- 

surance business. There are those 
common to all companies, both old and 
new and large and small; there are 
those common to the older and larger 
companies more particular; and there 
are those peculiar to the smaller and 
newer companies. 

The problem of acquisition is, in the 
writer's opinion, one of the most diffi- 
cult with a new company. At the out- 
set and haiee actual acquisition can 
take place, it is necessary that the com- 
pany adopt a definite and comprehen- 
sive policy. One of the first questions 
for discussion under this policy is the 
matter of whether the institution shall 
operate on a participating basis, non- 
participating basis, or both. 

It would appear to the writer that 
non-participating insurance is the best 
plan, and I am furthermore of the opin- 
ion that this plan exclusively, with pre- 
miums containing moderate loadings re- 
sulting in a fairly comparative premium 
to those charged by older and larger 


companies would bring about more sat- 
isfactory results, 
popularity, 


greater confidence and 
and less worry. 





JAMES CC. JONES, SR., St. Louis 
General Counsel American National 


Quality comes next under our item 
of policy in connection with acquisi- 
tion, and whether it shall write standard, 
sub-standard, or both. Where the com- 
pany decides to operate on the basis of 
standard business only and accept only 
the highest class risks, undoubtedly un- 
der present competition, and in the face 
of present operating conditions the vol- 
ume secured will be considerably less. 
With proper medical supervision and 
careful selection, plus conservative limits 
as to liability, the standard business ex- 
clusively is the safer and surer plan. 
Where sub-standard risks are special 
ized in and written freely, unusual and 
extraordinary skill and knowledge and 
experience, together with consistent ap- 
plication of modern progress and re- 
search in impaired cases, should be ex- 
ercised, and this from the very begin- 
ning. Great progress has been made in 
the underwriting of so-called sub-stand 
past lew years, many 
written a tremendous 
volume, and in many cases with profit 
It would appear to the writer, however, 
that younger companies should permit 
those of greater size and experience to 
test the underwriting of this business 
thoroughly subjecting themselves 
to a procedure which is not altogether 
established In instances 
where both sub-standard and standard 
sub-standard cases being 
effort to render service 
a consistent schedule 


ard business in the 
companies having 


before 
thoroughly 


are written, the 
considered in an 


to the field forces, 


Problems in Building a New 


BY CLARENCE J. 


of ratings of impairments should be em- 
ployed, with adequate reinsurance ar- 
rangements, even on the smaller policies, 
until such time as a thorough try-out of 
the venture has been accomplished, jus- 
tifying the new or growing company a 
larger assumption of risk in any one 
case. 

In the beginning and in the earlier 
years of the new company, it is the 
writer’s belief that standard business 
only should be written, and possibly if 
the company progresses and prospers, 
an extremely conservative and moder- 
ate expansion into more proven and 
better established fields of sub-standard 
business can be undertaken. 

In the determination as to the quan- 
tity of business desired due consider- 
ation must be given the company’s abil- 
ity to digest same and set up the neces- 
sary reserves. It would appear that the 


most satisfactory, economical, progres- 
sive position in this connection is a 
moderate, steady volume, continuously, 


of the kind of business desired, starting 
out with a reasonable amount and in- 
creasing as the company progresses, 
rather than a tremendous initial volume 
of high pressure business, the continued 
production of such an amount being 
unlikely, and the quality and cost being 
questionable 

The policy of the company in the 
matter of its contracts with policyhold- 


Clarence J. Daly, president of the Capital Life of Denver, is one of the 
younger life company executives, having succeeded his father as head of 
the Denver company on the latter’s death three years ago. In his address 
|| on “Ever Present Problems in Building a New 
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things which its larger and older broth- 
ers may well afford to do in the way 
of experimenting or testing. All fea- 
tures of coverage offered should be 
those which are pretty well established 
and in connection with which the cost 
of same, together with the procedure 
necessary for proper selection can be 
determined and concluded at the time. 
On the question, then, of double indem- 
nity an adequate loading should be 
placed on the premium, carefully se- 
lected instructions given as to where it 
should be placed, and such favorable re- 
insurance as can be obtained should be 
secured, until such time as the company 
demonstrates its ability to carry a larger 
proportion of this risk. 

In the early years the territory which 
should be most intensively developed is 
the section in which the home office is 
located, and its environs. This is the 
nearest source of business, and probably 
the most economical place to secure it. 
It should be developed thoroughly, how- 
ever, and expansion out from it should 
be gradual. The theory or nractice of 
being entered early in a number of states 
and spreading out over a big territory 
is fallacious—nothing is gained thereby. 
The home state in which the company 
is located should be organized and com- 
pletely and thoroughly combed first. 
Until such time as the home state and 
city is producing a volume of business 


Company,” he gave a very 


exhaustive review of the questions that such a company must consider, 
taking them up on the theory that it was just starting out in business, 
and going into all the phases of the business. 


ers should be definitely determined. As- 
suming that the company has a compe- 
tent and experienced actuary, it should 
be guided largely by his judgment on 
these questions. Some companies in 
addition to writing the so-called stand- 
ard .forms—including life, endowment, 
limited payment life, etc.—at times get 
out special contracts for special pur- 
poses, these contracts being designed to 
stimulate business on certain occasions. 
When such special forms are used they 
should be tested and proven, and the 
newer companies should use them’ spar- 
ingly. There is ever the implication of 
discrimination, which ‘is an undesirable 
one to deal with. It would appear from 
the general experience of many compan- 
ies that the better plan is to use the 
so-called standard forms only. 


Permanent Disability and 
Double Indemnity Features 


On the question of permanent and 
total disability the premium yate should 
contain proper loading where such 
coverage is to be granted, and the 
newer company should not attempt to 
experiment with increasing liberality in 
this feature, rather contenting itself 
with the proven experience of the older 
companies, nor permit theoretical ex- 
periments calculated to increase sales by 
large and older companies better able 
to speculate. Such companies as are 
writing permanent and total disability 
insurance for women should, in the 
writer's opinion, use a modified install- 
ment form, providing for the cessation 
of premium payments, with installment 
payments of the policy over a period of 
vears, the balance payable at death, and 
should go no further until established 
data and statistics are available 

In this connection in the matter of 
double indemnity or triple indemnity 
the new company should in all its ef 
forts avoid attempting to do those 


which is healthy and substantial, ex- 
pansion outside should be extremely 
conservative. It is admitted that the 
company is frequently able to make con- 
nections in outside territories which are 
more productive than is the home office 
territory. It happens also that many 
times companies are obliged to secure 
production outside their own home 
state, in order to get sufficient business 
to sustain them even on a gradually in- 
creasing basis. I would say, however, 
that where such conditions prevail, par- 
ticularly the former, very often it is 
due to improper organization rather than 
ability to secure substantial producers 
elsewhere. The local sections, close at 
home, are the natural feeding places in 
the earlier years. 


Open New States Only When 
Good Development Assured 


Another item to be considered ser- 
iously and carefully in expansion is the 
natural ambition to take advantage of 
apparent opportunities to get big vol- 
ume at different points. Speculative 
opportunities of this kind should be con- 
sidered advisedly, and only where reas- 
onable guaranties and a thorough in- 
vestigation result in a substantial and 
economical acquisition of risks should 
such opportunities be considered. 

New states should be opened up only 
after present states are thoroughly de- 
veloned, and even then only when a 
good line-up or a reasonably sure pros- 
pect of development is assured. The 
system and practice of smaller terri- 
tory for general agents or district man 
agers, with more intensive development 
therein, is undoubtedly the most suc- 
cessful 

We are ready to 
production, but before 
finding out the medium by which we 
can acquire this business we must have 
a plan. We must decide whether we 


obtain or secure 
determining and 


Company 


shall attempt to build up our organiza 
tion on the general agency plan, on the 
district manager plan, or the branch of- 
fice plan. Whichever of these plans we 
decide to undertake we must secure 
that type of men best fitted to build up 
general agencies, district managerships, 
or branch offices. The general agency 
plan involves securing a man of experi- 
ence and ability to write insurance him- 
self, with a knack for securing agents 
w ho will write with him, which we term 
sub-agents or local agents; having some 
financial responsibility; a sincere con- 
viction of the purpose and aims of the 
life insurance business, a desire to re- 
main in the business permanently, a 
realization of the fact that it takes cap- 
ital to build up a general agency, and 
that the financial returns on it will be 
slower in the earlier years. 


Different Type of Man 
Needed for District Manager 


Under the district manager plan a 
different type of man is required, it 
would seem. The district manager 


should be a man of some ability and ex- 
perience as a personal producer, and of 
considerable ability in the selection of 





CLARENCE J. DALY, Denver 
President Capitol Life 


men. Under this plan the district man- 
ager usually receives a salary and some 
allowances, which pays him for his su- 
pervision and organization, and usually 
it is a sufficient amount with which to 
get by nicely. In addition to this he 
receives a commission on his personal 
production, which enables him to make 
a reasonably good income, and he hopes 
for a successful outcome for his district, 
in order that he may qualify for the 
bonus, and for ultimate advancement 
under the plan. One of the greatest 
dangers in this plan is that the district 
manager who, as before stated, receives 
a salary, and who will also get a bonus 
if he exceeds the quota of production 
given him, will neglect the appointment 
of a sufficient number of sub-agents, 
and will concentrate upon personal pro- 
duction. This plan is an excellent one, 


and while it is expensive at the outset, 
in the long run, if successful, it is prob 
ably more economical than any other 
Exclusive Territory 

Plan Unsatisfactory 

The plan of bonuses to the district 


who exceeds his quota is a 
thus holding out to him an 
obtaining the largest 
providing 


manager 
good one, 
inducement for 
volume of business possible, 
of course that the bonus is not so large 
that the district manager will secure his 
quota under high pressure 
(CONTINUED ON PAGE 51) 
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A Company with Friends Everywhere 


The agent who is selling insurance in 
this company, which for seventy-three 
years has been rendering unexcelled ser- 
vice, does not work alone. Wherever 
he may be, he finds enthusiastic friends 
ready to help him by testifying that 
there is no better company in the land 
than the old Massachusetts Mutual. 
Its enviable record for service and the 
low net cost of the protection furnished 
make a combination that assures 
success to any real worker in the field. 

















Massachusetts Mutual 


Life Insurance Company 
of Springfield, Massachusetts 


Incorporated JOSEPH C. BEHAN 


in 1851 Superintendent of Agencies 


More than a Billion Dollars of Insurance in Force 
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FTER having done a certain thing 
A for 25 years, it is well worth while 

to examine how you have been do- 
ing it, as I can testify. In my younger 
days I believed that the best way to ac- 
complish anything was to get down to 
work and keep at the job until the de- 
sired result was obtained. Ways and 





HENRY ABELS, Springfield, Il. 
Vice-President, Franklin Life 


means were of secondary importance. 
The best way to manage an office, I then 
believed, was to manage it. I am still 
of that opinion, but I have learned that 


NATIONAL UNDERWRITER 


BY HENRY ABELS 


analysis is a valuable short cut to the 
desired result, and that the chief value 
of analysis lies in its exposure of defec- 
tive connecting links between orders 
and actions. 

Speed and accuracy in the accom- 
plishment of work have given the pres- 
ent century the most rapid mechanical 
and economic development in the his- 
tory of mankind. Speed and accuracy 
are the two most important elements 
which management seeks to inject into 
modern business. 

As I see it, the duties of office man- 


Concerning the two lesser duties o! 
management I have little to say. Or- 
dinarily the work to be done so ob- 


viously claims the attention that it can- 
not be overlooked. The problem of 
who shall do the work sometimes 
difficult to solve, but experts are usually 
available to cope with difficult processes 
whatever they may be. As for planning 
the sequence of operations—that also 
may be left to the experts. The allo- 
cation of responsibility and the invest- 
ment of authority, on the contrary, can- 
not be left to any person or group of 


1s 


A rather striking theory of administration was advanced by Henry 
Abels, vice-president of the Franklin Life, in his paper on “Supervisory 


Mechanics of Office Management.” 


He declares the definite allocation of 


responsibility is the real key to efficiency, and that it is in this that most 
offices are weak. When it is found that anything is being badly done it 


will usually be found that it is no one’s specific duty. This definiteness he 


places ahead of logical arrangement of processes, and personnel is placed 
last in his list of three essentials for efficiency. 


agement are three in number. The least 
important is to determine what work 
shall be done and who shall do it. Of 
intermediate importance is the arrange- 
ment of processes in logical and efficient 
order. The really important duty of 
management, however, is the allocation 
of responsibility and authority. This is 
the essential part of any working plan. 
If these three duties, especially the last. 
are well performed, management will 
succeed in attaining its objectives— 
which include speed and accuracy com- 
bined with. economy. 




















TO 


Capitol Life Insurance Co. 


persons not incorporated in the execu- 
tive management. 


Analysis Always Shows 

Same Cause at Bottom 

This problem of giving people the 
authority to do something and making 
them responsible for its being done has 
interested me intensely, and in a rather 
analytical study of the problem over a 
period of years I have found that prac- 
tically every weakness, every fault, and 
most of the errors made in my own or- 
ganization hinged invariably upon the 
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CLARENCE J. DALY, President 
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eness Called First Essential 


fact that authority to perform the par- 
ticular work in question had not 
clearly and definitely invested in an 
accepted by the persons concerned, a1 

that accordingly no particular person o: 
persons had assumed the responsibilit 
ior its performance. 

In the office of the life insurance com- 
pany we have accurate machines and 
competent operators, plans and regula 
tions by which sequence and order ar: 
maintained; we have, in short, methods. 
I believe, furthermore, that the equi; 
ment and personnel of the life insurance 
office 1s far above the average financia! 
organization standard. Our various 
methods of production are, on th 
whole, in good hands; but is the method 
of management in the life insurance oi 
fice always above question? I mak 
bold to suggest that possibly it is 
among the less perfect of our mechan- 
isms. 


Usually a Mixture 
of Two Types 


Roughly, management in most insur 
ance offices is a mixture of what migh: 
be termed “departmental” with “line and 
staff” types of control. Numerous de 
partments, each under the supervisio: 
of an officer or department head, under 
take certain more or less well defined 
portions of the work in hand. Eac! 
department head is more or less defin- 
itely responsible for the work of thi 
people in his department. Ordinarily th: 
people under a department head are rc 
sponsible to him; and the departmen: 
head himself, supposedly, is responsibl 
to one higher in authority. 

From an academic point of view the 
channels of authority are rather defir 
itely outlined. Omitting the board « 


been 
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A Wider Field 


The Old Colony Life Age limits from 0 to 60. Policies 
| home office building is for substantial amounts (up to $3,000) 


ideally situated in the for Children on variety of Life and 


jorge the nancial Endowment plans, thus enabling 
and insurance district 


of Chicago. It is but 
a stones throw from 


| the new Illinois Mer- ites 
) chant’s Bank Building: plan. Participating and Non- 


Participating Policies. Same rates 








parents to buy all of the Family's 
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insurance on the Ordinary, i.e. Annual, 


Semi-annual or Quarterly Premium 
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Indemnity and Total and Permanent 


|7.\ Building and just across 
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il _ : dee atreet fram the Disability features for Males and 
fe ‘i Tt Insurance Exchange. Females alike. Standard and Sub- 
=| Such a location is of standard Risk Contracts, i.e. less work 
iim distinct advantage. It for nothing. 
: | is easily accessible. It 
has a prominent posi- These are ad- bis 
tion. vantages that .ccmearjep 
give the life in- ikea : Rookery ele 
The fact that our agents have a wider surance manfree =i nlRe 
field and an increased opportunity rein to write a La "| “twee, | | 
augurs well for their future. They maximum — Gwar 
have plenty of chances of permanently amount of busi- |"! | | | 
increasing their incomes for we have: ness. 


“THE OLD COLONY LIFE 
INSURANCE COMPANY 
of CHICAGO, ILL.” 
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' Seer — : anos ——| directors and similar bodies, we have ministrators and executives exercising 
ordinarily a president, with the usual usually a modified military type of au- 

e subordinate officers, department heads thority over the people under them 

P d and subheads associated with him as Their important duties, however, are to 

Tro ucing managers of greater or less degree. The apply their specialized knowledge to 
character of their association and qual- problems logically actuarial or medical 











Unusual opportunities and attractive contracts to 


men who are good PERSONAL PRODUCERS 
and who have ability to ORGANIZE an agency. 


Must have details regarding insurance experi- 
ence, production in each of last three years, and 
particular territory desired, in first letter. 


For booklet ‘‘Why the Minnesota Mutual” write 


SAINT PAUL 


Washington 
Oregon 


Idaho 


O. J. 


2nd Vice-President—in Charge of Agencies 


THE MINNESOTA MUTUAL LIFE 
INSURANCE COMPANY 





General Agents 


Wanted 


in 
Michigan 
Virginia 
Kentucky 


LACY 


MINNESOTA 


























New Policies 


at greatly 
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duced Rates 


See the new life policies 
and new rate book De Luxe 
issued by the 
Federal Life Insurance Company 


More liberal and more attractive than ever. 


Substantial 


seeking 


reduc 


*tion 


in premium rates. 


All the latest and best features 


of policy 
wonderful 


craft 
p | icy 


in these truly 


contracts, 


Kasy to sell and stay sold. 
aconnection it will 
ou to investigate now 


Federal Life Insurance Company 


Isaac Miller Hamilton, President 
Federal Life Building 
Chicago 


ity of authority differ in accordance 
with the type of their organization. 


Three General Types 
of Organization 


There are three general types of or- 
ganization. The purely military type 
deputizes authority on a scale from 
highest down to lowest. In this in- 
stance, omitting such bodies as _ the 
board of directors, the president of a 
company would represent the highest 
authority, and the officers and depart- 
ment heads under him would be in- 
vested with authority of lesser degrees 
in order of their importance. 

The functional type of organization, 
where the work in hand is divided into 
numerous departments along convenient 
or logical dividing lines, places at the 
heads of such divisions executive au- 
thorities whose status as between each 
other is one of approximate equality, 
but each of whom exercises a degree oi 
independent jurisdiction within his par- 
ticular department. The link which 
welds these independent functional de- 
partments into one efficient coordinating 
whole is an additional department whose 
function, though essentially administra- 
tive, necessarily includes executive au- 
thority to impose its recommendations 
upon the other departments. Quite of- 
ten a single execytive officer performs 
the duties and functions of the admin- 
istrative department. 

By joining to the functional organiza- 
tion a staff of specialists whose duties 
are primarily of an advisory nature, the 
line and staff type of organization is 
formed. The channels of authority are 
similar to those of the functional organ- 
ization. The administrative department 
exercises authority of the same general 
character except that it is guided, as are 
also the superior sources of authority 
by the recommendations of the advisory 
staff 


Few Have Definite 
Chain of Authority 


In actual practice the great majority 
of life insurance organizations would 
find it difficult to establish an efficient 
chain of executive authority in accord- 
ance with the military, functional, or 
line and staff organization plan. Few 
of our offices are organized defin- 
itely upon any one of them. Elements 
of all of them are incorporated in the 
majority of offices; and executive au- 
thority in consequence is less clearly 
established in an unbroken chain from 
highest to lowest than might be de- 
‘irable. I say this not because my 
knowledge of home offices in general is 
unusually wide, but because human na- 
ture and the particular work in hand 
in the insurance office do not combine 
to lend themselves readily to any one 
of these types of control to the exclu- 
sion of the others. 

In actual practice the average medium 
sized life insurance organization leans 
toward the functional type. It has num- 
erous departments, some administrative, 
others advisory, but rarely does it have 
definite executive machinery developed 
to that point. where authority to per- 
form and responsibility for performance 
are always recognizable and unquestion- 
able. 


Typical Case Given 
For Illustration 


A hypothetical case will illustrate this 
point. Suppose we assume that a 
medium sized company has an actuary 
heading an actuarial department, a 
medical director with a department un- 
der him, an officer in charge of the 
accounting division, another officer man- 
aging investments, a vice-president act- 


ing as chief executive of administra- 
tion and a president whose duties are 
primarily concerned with matters of 
general policy. 

The actuary and the medical director 
belong to the essentially advisory staff. 
As managers of their respective de- 


partments they are, of course, both ad- 


with the purpose of deriving information 
upon which recommendations may be 
based for the guidance of the company 
Their functions are comparable to those 
of the legal specialist who first advises 
his client, then, if authorized to do so, 
administrates in accordance with the 
client’s desires, and in the end, under 
certain circumstances, may become an 
executive. 

Question on the 

Source of Authority 

The officers in charge of the account- 
ing division and of investments (1 have 
chosen my illustrations rather at ran- 
dom) perform duties wherein the boun- 
daries of administrative and executive 
functions overlap. As a usual thing the 
essentially administrative nature ot the 
work of such departments requires a 
routine executive supervision which 
more often incorporated in the depart- 
ment than not. The heads of such de- 
partments control the people under them 
just as do the actuary and the medical 
director, but their authorities and re- 
sponsibilities differ in character quite 
radically, diverging towards the extreme 
of administrative functions as opposed 
to the advisory function of the doctor. 

I ask you “Who invests these heads of 
departments with their different kinds 
of authority?” and “To whom are they 
responsible?” 

It is hardly sufficient to answer that 
they receive their authority from, and 
are responsible to, the company. Such 
an answer is true enough, but in such 
matters, as in all others, the company 
should be represented by some person 
or group definitely commissioned to 
maintain a working coordination be- 
tween departments, with powers of di- 
rection sufficiently embracing and defin- 
for all practical purposes. 


15 


ite 
Authority of Officer 
Actually In Charge 


In this hypothetical case we have 
named a vice-president as acting chiet 
executive of administration. What 
powers may be considered sufficiently 
embracing for all practical purposes? 
What should be the limits of authority 
vested in such a person? To whom and 
for what should he be responsible? 

I should say that primarily he should 
be responsible for the general efficiency 
of the home office, with whatever 
powers are needed to gain co-operation 
in the interest of such efficiency; and 
that he should be responsible to the 
president and to the board of directors. 

It is assumable that he is as much a 
specialist in his line as the medical di- 
rector, the actuary, the financier or the 
accountant, but whereas each of these 
is concerned with the professional work 
lying within his own province, the ad- 
ministrative executive is concerned with 


cooperation between departments with 
the efficient coordination of the com- 
plete office machine. 
Needs Working Knowledge 

of Every Function 

It is manifest that he must have a 


thorough working knowledge of the life 
insurance function of every specialist 
and department. He should, of course, 
refrain from trying to influence the 
doctor or the actuary in the formulation 
his recommendations, except in so 
as he can offer additional material 
foundation for such recommenda- 
tions. Academically, he not con- 
cerned with the advisory function of a 
department until a recommendation is 
made. Once it made, however, its 
disposal is logically within the executive 
functions of the department head, it 
seems to me, the supervising adminis- 
trator should be vitally concerned. The 
personal equation—the element which 
enters into every business considera- 
tion, checking or accelerating the 
wheels of accomplishment seeming]y 
without law or order—needs an auto- 
matic adjuster. Suppose one depart- 
(CONTINUED ON PAGE 49) 
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THE INTER-SOUTHERN LIFE 





Louisville, Kentucky 


Has almost $100,000,000 Insurance in force 
It is near the center of population 

It is a middle-sized company 

It is reasonably conservative 

It is fairly flexible with its agents 

It is liberal to its policyholders 

It is expanding in service 


It is courteous to all other companies 


James R Dufhn, President 


The Inter-Southern Life is a good company 
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HE question to be considered is 
4 3 the validity of service of process 

upon the statutory agent of a for- 
eign licensed insurance company doing 
business in the state, in actions brought 
by a citizen of another state on a cause 
of action which neither accrued, nor 
arose out of business transacted, in the 
state where suit is brought. 

It is not of infrequent occurrence that 
the insured or the benficiary will select 
the courts of a state other than that 
where he resides, or where the policy 
was issued, or where the loss occurred, 
in which to wage his contest with the 
company for the benefits provided for 
by the policy. The purpose of plaintiff 
in so journeying abroad with his cause 
of action may be various and varying. 


Practice Should Not. 
Properly Be Allowed 


There seems to be no justification in 
reason why a foreign plaintiff should 
be allowed to maintain his action in the 
courts of other states under such cir- 
cumstances. The right so to do is not 
only an injustice and a hardship upon 
the defendant, but it is also an imposi- 
tion upon the courts and citizens of the 
foreign state. A defendant in such an 
action can neither compel the attend- 
ance of witnesses residing in the state 
where the cause of action accrued, nor 
the production of books and papers lo- 
cated there. It must bear the expense 
of such of its witnesses as will volun- 
tarily go into the foreign state for the 
trial of the case; as to those who will 
not voluntarily attend, or where the 
amount involved does not justify their 
personal attendance, resort must be had 
to depositions, an additional expense, 
oftentimes a quite unsatisfactory method 
of proof, and certainly not as effective 


By JAMES C. JONES, Jr. 


Counsel, American National of St. Louis 


as the testimony of the witness in per- 


son. 

While these considerations would 
seem to negative the jurisdiction of the 
courts of a foreign state of these 
“tramp” actions, it is well settled that 
the courts of a foreign state have and 
retain jurisdiction of them. The 
justification for this is, of course, 
that the action is transitory, and 
transitory actions, as  contradistin- 
guished from local (those _ involv- 
ing the title to or interest in real 
property), may be instituted wherever 
the defendant can be found (21 R. C. L., 
p. 1346). This is as it should be as 
respects individual defendants, because 
an individual can only have one place ot 
abode at one and the same time. The 
situation, however, is different as re- 
spects artificial or corporate defendants 
which may at the same time have as 
many places of abode as there are states 
in the Union. 


Service on Corporations 
Regulated by Law 


At common law the corporate de- 
fendant could only be brought into 
court by service of process upon its 


chief executive officer in the state which 
created the corporation (St. Clair v. Cox, 
106 U. S. 350, 354). This was mani- 
festly a hardship upon and unfair to 
citizens of other states, who were there- 
by compelled to litigate in the state 
ot corporate origin, notwithstanding 
such litigation involved business or 
contracts transacted or consummated in 
the state of the claimant’s residence. 
Consequently, all of the states have en- 


acted statutes providing for service upon 
the foreign licensed corporation in ac- 
tions instituted against it in the state. 
Some of these statutes permit service 
of process upon any agent of the foreign 
corporation. Others provide that the 
foreign corporation shall, by power of 
attorney, appoint some particular per- 
son or official its agent for service. 


Most States Designate 
the Commissioner 


However, as process upon a foreign 
corporation is only valid when served 
upon some authorized agent of the com- 
pany (St. Clair v. Cox, 106 U. S. 350, 
356; Commercial Accident Co. v. Davis, 
213 U. S. 245, 255: Mechanical Appli- 
ance Co. v. Castleman, 215 U. S. 437, 
441; Philadelphia etc. Ry. Co. v. Mc- 
Kibben, 243 U. S. 264, 265), and as the 
insurance commissioner or other state 
official is not an agent of the foreign 
insurance company, but of the state, 
service of process upon such official 
would not be service upon the foreign 
company, unless the company has in 
fact, either expressly or impliedly, ap- 
pointed or empowered such official to 
accept service of process on its behalf. 
Ergo, nearly all of the states havé by 
statute made it a condition precedent to 
the right of the company to do business 
in the state that the company shall, by a 
power of attorney, appoint the insurance 
commissioner, or other designated per- 
son, its agent for the acceptance of 
service of process on its behalf. 

The question, therefore, whether a 
citizen of a foreign state can maintain 
an action against a foreign licensed in- 


Value of Service on Statutory Agent 


surance company, on a cause of action 
arising out of business transacted by 
the company in a state other than that 
in which the action is brought, depends, 
in my opinion, on whether or not the 
corporation has authorized its statutory 
zgent to accept service of process on its 
behalf in such action. 

This involves a construction of the 
power of attorney cxecuted by the com- 
pany, from which the statutory agent 
derives and acquires his authority to 
2ccept service of process on its behalf. 
I: that instrument expressly author- 
izes the statutory agent to accept 
service of vrocess on its behalf in ac- 
tions brought by citizens of, and arising 
out of business transacted by the com- 
pany in, other states, then service upon 
the statutory agent in such character of 
action would unquestionably be valid. 
However, the power of attorney, as a 
rule, does not go that far. In most of 
the states the statutes, and the power of 
attorney executed in pursuance thereof 
merely provide that the statutory agent 
shall be authorized to accept service on 
the company’s behalf “in any action or 
legal proceedings against it” “(Sec. 151, 
Chapter 175, General Laws of Massa- 
chusetts). 


Considerable Conflict of 
Authority Is Seen 


Whether the authority conferred upon 
a statutory agent by a foreign licensed 
corporation includes or excludes actions 
brought by citizens of, and arising out 
of business transacted by the company 
in, another state, is one on which there 
is a considerable conflict of authority 
and _ contrariety f reasoning. Since, 
however, a judgment against a defend- 
ant in an action in which there has been 

(CONTINUED ON PAGE 47) 
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; To Prospective Agents F 


The Outstanding Features of Life Insurance 


are: 
Protection for your Family or Business dur- 
ing your active years, 
b Financial Provision for your family and : 
7 yourself in old age. 
8 YOU Preach This Six Days a Week—But 
is Have You Provided For Yourself For the E 


The New Protective Agency Contract of E 


The Federal Union Life 


Insurance Co., of Cincinnati, Ohio | | 


Not only provides a liberal First Year and Renewal 
Commission to the Agent, but it also provides 
for the payment of renewals to his wife or family 
in case of death or to himself in case of total 


The Company issues policies on all standard forms, 
at non-participating rates, with the new profit- 
sharing plan of premium reductions, thereby pro- 
viding for the Lowest Rates consistent with abso- 


Openings available in Ohio, Indiana, Kentucky, IIli- 
nois, West Virginia, Pennsylvania and Tennessee. 
If you are interested in a permanent connection 
along the above lines write, 


Frank M. Peters, President 
General Manager of Agencies 


J. W. Knippling, 
Agency Supervisor. 

















Insurance 


connection. 
offer up-to-date forms of 


of Reserves. 





The Standard Life 


of America 


HOME OFFICE, PITTSBURGH, PA. 


The Standard Life has a place in its organization for 
men of proved ability and can offer a direct Home Office 
Standard Life Agents are in position to 


LIFE, ACCIDENT and HEALTH INSURANCE 


backed by ample Capital, Surplus and highest standard 


Address: J. D. Van Scoten, Director of Agencies, 
Standard Life Bldg., Pittsburgh, Pa. 


Company 
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The Purpose of the Pan-American 
Life Insurance Company 


is to make average Life Insurance men good Life Insurance men, 
and good Life Insurance men better. 


In order to produce at maximum efficiency agents must have the 
best equipment possible and through the unexcelled service we are 
placing in the hands of our representatives, they are building 
permanent success. 


Our Educational Course teaches the fundamentals of the business; 


Our Sales Planning Department develops prospects and arranges 
interviews; 


Our National Advertising Campaign is aiding in organization 
building. 
Pan-American service also includes— 


Lou-cost Life Policies 
Substandard Policies for Under-average Lives 
Child’s Educational Endowment 


Group Insurance 
All Forms of Accident and Health Insurance 


We have a few general agency openings for men not presently 
attached who wish to work under ideal conditions. 


Address 


E. G. SIMMONS, Vice-President and General Manager 


PAN-AMERICAN LIFE INSURANCE COMPANY 


NEW ORLEANS, U.S. A. 


CRAWFORD H. ELLIS, President 
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~ BANKERS LIFE INSURANCE COMPANY 
OF NEBRASKA 





Home Office, Lincoln, Nebraska 
Assets - - $24,000,000.00 








GarDEN City, KaNs., August 11, 1924. 


Bankers Life Insurance Company, 
Lincoln, Nebraska. 

GENTLEMEN: I am pleased to acknowledge receipt of your draft in the amount 
of $549.08 which represents the surplus or dividend on my $2,000.00 life insurance 
policy maturing today. 

I was seventeen years old when I took out this policy and have paid an annual 
premium of only $49.40 or a total of $988.00 during the twenty years. You now 
hand me $549.08 return dividend, which leaves the policy only costing me $438.92 for 
the $2,000.09 fully paid up. 

Your Agent, Mr. J. H. Lee, advises me that you are going to send me another 
check every year as long as I live, then pay my beneficiary the $2,000.00 at my 
death. 

This settlement is certainly very generous and it will be a pleasure for me to 
recommend the Old Line Bankers Life Insurance Company to any one wishing 
the best insurance in the world. 

Wishing you continued success I am, 

Yours very truly, 


H. LEE DIVINE. 


TWENTY PAYMENT LIFE POLICY 
DEFERRED DIVIDEND 
TWENTY YEAR SETTLEMENT 
Matured in the 
OLD LINE BANKERS LIFE INSURANCE 
COMPANY 
of Lincoln, Nebr. 


Name of insured.............. H. Lee Divine 
ne oe Garden City, Kans. 
Amount of policy................... $2,000.00 
Total premiums paid...... Lancine ah 


SETTLEMENT 
Total cash paid Mr. Divine.......... $549.08 
And a paid up participating policy for 
$2,000.00. 














GutTuriz, OKLA., August 9, 1925. 
Bankers Life Insurance Company, 
Lincoln, Nebraska. 


GENTLEMEN: Your State Manager, Mr. J. L. Wylie, has just handed me your 
draft in settlement of my Ten Pay—20 Year Settlement policy which I hold in 
your company, for $1,000. I am well pleased with this settlement and can heartily 
recommend your good company to any one wanting old line insurance. 

I find that I have paid to you in premiums $471.00, and I am now receiving 
$815.63 as a cash settlement, and I appreciate the fact that | have had 20 years pro- 
tection besides. I understand that | could accept $352.13 in cash and a Paid Up 
policy for $1,000.00, which would be entitled to an annual cash dividend until my 
death, or, I could accept a paid up policy for life for $1,759.00 but the cash settle- 
ment at this time suits my purposes better. Thanking you for your prompt settle- 
ment of this matter, I am 

Yours truly, 
MRS. W. E. McKEAN. 
(Rosa S. McKean) 


TEN PAYMENT LIFE POLICY 
DEFERRED DIVIDEND 
TWENTY YEAR SETTLEMENT 
Matured in the 
OLD LINE BANKERS LIFE INSURANCE 
COMPANY 
of Lincoln, Nebr. 


Name of insured...... Mrs. Rosa S. McKean 


RA ree ore Guthrie, Okla. 

Amount of policy.... -...+.- $1,000.00 

Total premiums paid................ 471.00 
SETTLEMENT 

Total cash paid Mrs. McKean........ $815.63 


And 20 years insurance for nothing. 











Participating and Non-Participating Policies 


Same: Rates for Males and Females 


Double Indemnity and Total and Permanent Disability Features 


If interested in an agency or policy contract write Home Office, Lincoln, Nebraska 
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BANKERS LIFE INSURANCE COMPANY 
OF NEBRASKA 





YUM 


Home Office, Lincoln, Nebraska 
Assets - - $24,000,000.00 








Fatts City, Nesr., June 28, 1924. 
Bankers Life Insurance Company, 
Lincoln, Nebraska. 

GENTLEMEN: Fifteen years ago you issued me policy No. 33001 for $5,000.00 
on the deferred dividend plan. After a careful examination on the different options 
of settlement offered, I have decided on Option No. 2 under which I receive a paid- 
up participating policy for $5,000.00 and cash in the amount of $1,302.45, receipt of 
which is hereby acknowledged. 

I desire to express my appreciation not only of the generous settlement which 
accrued under this policy but also of the sound business principles of your com- 
pany which made it possible. I regard the surplus earning of $1302.45 as excep 
tional, especially in view of the fact that for fifteen years my family has had pro- 
tection to the full amount of the policy which is now paid up and will continue to 
yield an annual dividend. 

An intimate acquaintance with several of the sturdy and worthy Nebraska 
pioneers who founded the Bankers Life Company and the ensuing confidence in 
this strong Nebraska Company induced me, originally, to take this policy. In view 
of the settlement which I have received I acknowledge my obligation to them 
and also to the careful and economical management which has succeeded them. 

Respectfully, 


A. J. WEAVER 


FIFTEEN PAYMENT LIFE POLICY 
DEFERRED DIVIDEND 
FIFTEEN YEAR SETTLEMENT 
Matured in the 
OLD LINE BANKERS LIFE INSURANCE 
COMPANY 
of Lincoln, Nebr. 


Name of insured A. J. Weaver 

Residence Falls City, Nebr. 

Amount of Policy ; $5,000.00 

Total premiums paid 3,075.00 
SETTLEMENT 

Total cash paid Mr. Weaver $1,302.45 


And a paid up participating policy for 
$5,000.00. 











MALverN, Iowa, June 29, 1923 
Bankers Life Insurance Company, 
Lincoln, Nebraska. 
GENTLEMEN: My Ordinary Life policy No. 12644 for $5,000.00 finished its 
twenty year term today. 


I wrote this policy with your Mr. Hetrick twenty years ago today and he paid 
me today 35,960.50 cash. 

Gentlemen, this is the best settlement of an Ordinary Life policy I ever saw 

Most Ordinary Life policies never do pay out while this policy paid $960.50 
more than its face. 

I want to thank you for the always courteous treatment and wish you the 


best possible good fortune in the future 


Yours truly, 


P. KILMARTIN 


ORDINARY LIFE POLICY 
DEFERRED DIVIDEND 
TWENTY YEAR DISTRIBUTION 
Matured in the 
OLD LINE BANKERS LIFE INSURANCE 
COMPANY 
of Lincoln, Nebr. 


Name of insured Patrick Kilmartin 
Residence Malvern, lowa 
Amount of policy $5,000.00 
Total premiums paid 5,800.00 
SETTLEMENT 


Total cash paid Mr. Kilmartin... . $5960.50 


And 20 years insurance for nothing. 





Participating and Non-Participating Policies 


Same Rates for Males and Females 


Double Indemnity and Total and Permanent Disability Features 


If interested in an agency or policy contract write Home Office, Lincoln, Nebraska 











Status of 


SURY, as its derivation indicates, 
| was originally synonymous with 

interest, designating the compen- 
sation charged or received for the usc 
or forbearance of money or as damages 
for its detention. The use of the word 
in this sense has long been obsolete 
and the word usury has long signified 
the contracting or receiving more than 
is allowed by law for the loan or for- 
bearance of money. 

The practice of exacting exorbitant 
interest dates back practically to the 
beginning of history and in the earliest 
Biblical days must have been quite gen- 
eral as in (Deut. XXIII, 19-20) it is 
written, “thou shalt not lend upon usury 
to thy brother; usury of money, usury 
of victuals, usury of anything that is 
lent upon usury; unto a stranger thou 
mayest lend upon usury.” 

As might be expected in a matter 
upon which the minds of men could 
well differ, the Jaws in the various states 
both as to legal rate and the penalty 
for exceeding that limit greatly differ. 
The tendency has been toward a more 
liberal right to contract and to mitigate 
the penalty imposed upon the lender in 
most cases to only the forfeiture of the 
usurious interest. In many states it has 
been found necessary or desirable to 
pass specific laws fixing the rate as to 
short time loans or the rate to be 
charged by pawnbrokers, experience 
having demonstrated that in the loaning 
of money as well as in any other busi- 
ness the compensation must be com- 
mensurate with the risk taken. 

The legal rate, that is where interest 
is collectible but not fixed by contract 
ranges from 5 to 8 percent, being 8 
percent in Alabama, Colorado, Florida, 
Montana, Utah, Wyoming; 6 percent in 
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Laws That Relate to Usury 


BY W. S. AYRES 


General Counsel Bankers Life of lowa 


Alaska, Arizona, Arkansas, Connecticut, 
Delaware, District of Columbia, Hawaii, 
Indiana, Iowa, Kansas, Kentucky, 
Maine, Maryland, Massachusetts, Min- 
nesota, Mississippi, Missouri, New Jer- 
sey, New Hampshire, New Mexico, New 
York, North Carolina, North Dakota, 
Ohio, Oklahoma, Oregon, Pennsylvania, 
Rhode Island, Tennessee, Texas, Ver- 
mont, Virginia, Washington, West Vir- 
ginia, Wisconsin; 7 percent in Califor- 
nia, Georgia, Idaho, Nebraska, Nevada, 
South Carolina, South Dakota; 5 per- 
cent in Illinois, Louisiana and Michigan. 

The maximum rate which may be 
contracted for is 8 percent in Alabama, 
Georgia, Indiana, Iowa, Louisiana, Mis- 
sissippi, Missouri, Ohio, South Carolina; 
10 percent in Alaska, Arizona, Arkansas, 
Florida, Kansas, Minnesota, Nebraska, 
North Dakota, Oklahoma, Oregon, 
South Dakota (where there is real estate 


terest at the rate allowed by the laws 
of the state, territory or district in which 
the bank is located and no more, except 
where by the law of any state a differ- 
ent rate is limited for banks of issue 
organized under state laws, the rate so 
limited shall be allowed for associations 
organized or existing in any such state 
under this title. When no rate is fixed 
by the laws of the state, territory, or 
district the bank may charge or receive 
a rate not exceeding 7 per centum and 
such interest may be taken in advance 
and the receiving or charging a rate of 
interest greater than is therein provided, 
when knowingly done, shall be deemed 
a forfeiture of the entire interest and 
in case the greater rate of interest has 
been paid, the person by whom it has 
been paid may recover twice the amount 
of the interest thus paid from the asso- 
ciation taking or receiving same. 


consin and Wyoming. The forfeiture of 
double the amount of interest in Alaska 
and Washington with accrued interest 
and costs. Forfeiture of both principal 
and interest in Arkansas, Connecticut; 
no action can be maintained to recover 
either principal or interest, Delaware, 
Minnesota, New York, Oregon; for 
feiture of excess interest in Georgia, 
Kentucky, Maryland, Ohio, Pennsylva- 
nia, Tennessee, Vermont, West Virginia, 
Indiana; forfeiture of double the amount 
of excess interest in Kansas, New Mex- 
ico, Texas; forfeiture of three times the 
amount of excess interest in New 
Hampshire and the states having no 
law providing a_ special penalty for 
usury, California, Colorado, Maine, Mas- 
sachusetts, Montana, Nevada, Rhode 
Island, Utah. 

It has always been recognized in this 
country that the interest recoverable for 
the use of money is subject to regula- 
tion by legislation. ¢ 

It is generally held that contracts 
valid as to usury where made, are to be 


security—otherwise 12 percent), Wis- Penalty for Violation 
consin; 12 percent in Connecticut, Ha- of Usury Laws 
waii, Idaho, New Mexico, Utah, Wash- 7 


performed or by agreement are to be 
construed under the laws of a state 
where valid, are upheld by the court 


ington, Wyoming; 6 percent in Dela- This act so far as it affects national where action is brought even though 
ware, District of Columbia, Kentucky, banks is held to supersede the state such contract would be invalid it gov- 


Maryland, New Hampshire, New Jer- usury laws. 
sey, New York (and on call loans of 


erned by the law of the forum, provided 


The penalty, other than criminal, for such contracts are entered into in good 


$5,000 or more any rate may be usury is the forfeiture of all interest in faith and not for the purpose of evading 
charged), North Carolina, Pennsylvania, Alabama, Arizona, District of Columbia, the usury laws of the state where the 
Tennessee, Vermont, Virginia and West Florida, Hawaii, Idaho (and in addition action is brought. 


Virginia; 7 percent in Illinois and Mich- the costs of action), 


Illinois, lowa, 


Where a contract by its terms and 


gan; 30 percent in Rhode Island; not Louisiana, Michigan, Mississippi, Mis- clear !egal meaning violates the usury 
limited in California, Colorado, Maine, souri, Nebraska, New Jersey (and costs law, it will be declared usurious as the 


Massachusetts, Montana and Nevada. of action in addition), 


North Carolina, parties must be deemed to have in- 


Sections 5197 and 5198, United States North Dakota, Oklahoma, South Caro- tended the result expressed. 
Revised Statutes, relating to national lina (and in a separate action penalty In deciding whether a contract or 
banks, provide that they may receive to the extent of double the amount of agreement is usurious or not, the court 


and charge on any loan or discount, in- usury), South Dakota, Virginia, Wis- disregards the form and look to the 


ay 
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Iowagrams of the 


Dr. Frank Crane recently said, “If Congress were to 
offer me my choice of any state in the Union, as a 
reward for my worth and modesty, I should say unhesi- 
tatingly, ‘Give me Iowa’.” 

Here are a few of the facts which influenced Dr. 
Crane’s decision: 


From a howling wilderness to the richest state in 
the nation is the evolution of Iowa within the memory 
of its older citizens. Greater development is yet in 
prospect. 


Iowa’s soil produces more wealth each year than all 
the gold mines of the world. 


Iowa's corn is worth more than the annual products 
of all the gold mines of the United States. It is worth 
more than all the output of anthracite coal in the 
United States. Again it is worth more than all of 
Canada’s or Argentina’s wheat crop. 


Iowa's annual apple crop is worth more than that of 
any of the Pacific or mountain states. 








“Hawkeye State” 


Iowa's wool is worth more than California’s straw- 
berries. 


Iowa’s honey is worth more than California’s figs. 


Iowa’s egg production is worth more than all the 
oranges raised in the United States. 


Iowa's horses are worth more than the cotton crop 
of any state except Texas. 


Today Iowa breeds more Percheron horses than 
France, more Belgian horses than Belgium. 


Abundant coal, raw materials, transportation facilities, 
and unexcelled advantages as a place for employees to 
live, make Iowa an inviting field for the development 
of manufactories. 


Rural mail delivery, rural telephones and modern 
homes make Iowa farm life attractive. 


No point in Iowa is over twelve miles from a railroad 
and no one need walk to the railroad station for Iowa 
farmers own nearly 200,000 automobiles and there are 
about 300,000 others in the state. 














Paid to Policyholders, over $17,000,000.00 


Insurance in Force, Over $122,000,000.00 
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nsaction as it actually was in deter- 
ining whether usury is present and it 
und to be present it will. be con- 
lemned as usurious despite any guise 
may wear and the ingenuity of those 
eeking to evade the usury law has been 
equaled by the keenness of the courts 


in detecting same and dealing with it 
accordingly. 
There is not only a marked variation 


the laws of the states, but also many 
ipparent conflicting decisions of the 
urts of the different states interpret- 


similar laws 


Question As to What 
Constitutes Usury 


lo constitute it is essential that 
something in of the legal inter- 
est rate be contracted tor and theretors 
charge of usury cannot be based upon 

e requirement that the borrower pay 
expense in connection with the loan 

ere such expense and interest togeth- 
do not exceed the legal rate of inter- 
est, except in those states where thers 


usury, 


excess 


such 


re specific statutes limiting eX 
cnse 
\n interesting question in connection 
th the provision giving the holder ot 
obligation the right to declare the 
same due on the ftailure of the maker 


pay interest when due or comply with 
her stipulations of the agreement was 
ctermined in the case of Shear Com- 
inv v. Hall, 235 S. W. 195, Texas, 
decided by commission of appeals and 
the recommendation by such commis- 


sion approved by the supreme court. In 
this case the borrower to secure a loan 
$1,800 for about 514 years with in- 


executed a note tor 


terest at 8 percent, 
$1,800 with interest at 64 percent and 
separate note for interest at the rate 


1% percent aggregating $148.80 pay- 


ble in installments 


Court Held That the 
Contract Was Usurious 
The interest became due and on non- 
ivment of the first installment the 
holder, under a provision authorizing 
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him to do so, declared the whole amount 
due under the provisions of the trust 
deed and sold the land under such deed 
of trust securing the note for $148.80, 
but six months’ interest had accrued on 
the $1,800 note and therefore the bor- 
rower had had the use of-it for but six 
months. The court held that the sale 
of the property for the sum of all the 
interest at 1'2 percent for 5% years 
operated to make the contract usurious 
for interest of $148.80 was collected on 


$1,800 tor six months which made the 
entire rate more than 17 percent per 
annum, 

It would seem from those decisions 


that the taking of a commission whether 
by note or cash paid at the time of the 
transaction where under the contract 
the whole amount of the indebtedness 
may be declared due and payable at such 
a time that the interest proviled in the 
original contract together with such 
commission however paid or to be paid 
exceed the legal rate, the same consti- 
tutes usury. 

It would therefore be wise in taking 
an agreement or deed of trust for com- 
missions in Texas, that such deed ot 
trust or agreement have a provision (as 
is now used to some extent) to the et- 
fect that— 

‘Payments made prior to maturity 
the principal bond or note secured by 
said first deed of trust shall not entitle 
the notes secured thereby to any 
luction, but, it is agreed and understood 
that if said principal or note is matured 
by the holder thereof on account of de- 
fault in the payment of any installment 
of interest thereon or the nonperform- 
ance of the stipulations, conditions or 
agreements contained in said deed of 
trust or if matured by operation of law, 
said notes secured herein shall be can- 
celed to the extent that the total thereof 
together with interest on said principal 
bond or note at the rate therein pro- 
vided, to the date matured, shall exceed 
an interest charge of 10 percent per 
annum on said principal bond or note 
from date thereof, and the amount of 


on 


re- 


said notes not so canceled shall at once 
become due and payable.” 

In many cases where the charge and 
interest exceed the legal rate of inter- 
est the decisions are based upon the 
reasonableness or unreasonableness o1 
the charge and are held illegal only when 
such charge is unreasonable. Where 
the charge is reasonable the contract is 
usually upheld. 

Generally it may be said the deter- 
mination of this question rests upon the 
question of good faith in exacting or 
receiving such a charge, whether it is 
actually for a proper expense in con- 
nection with the loan or is really to con- 
ceal usury. 

Any charge as a commission or bonus 
for the making of a loan which together 
with the interest exacted evades the 
legal rate of interest, if the lender re- 
ceives the benefit of the same or if it ts 
exacted by the lender's agent with his 
knowledge, constitutes usury. 

Che charge for reasonable expense in 
cident to the loan for the trouble and 
services involved in it, when such are 
made in good faith and not as considera 
tion for the loan, do not constitute usury 
even though the transaction 
to the borrower exceeds the legal rate 


1 
the cost ot 


Rule on Commissions 
Paid to Third Person 


he rule as to commissions to be paid 


to a third person is well stated in the 
case of Whaley v American Freehold 
Land-Mortgage Company, 63 Federal 


743, as follows: 
“When one negotiates a loan through 


a third party, with a money lender, and 
the latter, bona fide, lends the money 
at a legal rate of interest, the contract 


is not made usurious merely by the fact 


that the intermediary charges the bor- 
rower with a heavy commission, the in 
termediary having no legal or estab 
lished connection with the lender, as 
iwent.” 

(2) “When an agent authorized to 
lend money for his principal exacts, 
without the knowledge or authority of 


such principal, money from the borrow- 
er for his own benefit, this does not 
make the contract usurious.” 

(3) “When a lender authorizes his 
agent to make loans for him, under a 
general arrangement that he must look 
to the borrower for his compensation, 
and such agent for the lender effects a 
loan, and charges the borrower a com- 
mission, this will make the contract 
usurious, whether the lender knew of 
the charge or not.” 

It is held in Olmsted v. New England 
Mortgage Security Company, 9 N. W. 
650, Nebraska, that the making of such 
a charge by an agent of the lender even 


without the lender’s knowledge con- 
stitutes usury. 

The lender cannot be charged with 
usury on account of any commission or 


bonus paid by the borrower to his own 
agent or to an independent broker. 


The taking of a separate obligation 
by an agent acting for the borrower 
does not make the transaction usurious. 


Cases Are Cited to 
Prove Important Point 


In the following cases it is held that 
the mere knowledge on the part of the 
lender that the borrower's agent or bro- 
ker received a commission from the bor- 
rower does not render the loan usurious: 
\bbott v. Stone, 40 N. E. 328, (IIL), 
and Pass v. New England Mortg. Secur. 
Co., 6 So. 259, (Miss.), but if the com- 
mission is shared by the lender it is 
merely a device to conceal 
Fisher v. Porter, 23 Fed. 162; 
Phillippe, 206 S. W. 40, (Ark.); 
Byrnes v. Labagh, 13 N. E. 936, (N. Y.) 

rhe division of the commission of the 
broker's agent with the agent of the 
lender not make the transaction 
usurious where the lender has no knowl- 
edge of such division or does not au- 
thorize it 

The great weight of authority is to 
the effect that the loan is not rendered 
usurious by the lender’s agent charging 
a commission or bonus in excess of the 
legal rate of interest where such charge 


considered 
usury 
Tone s Vv 


does 
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is made without the lender’s knowledge 
or consent, either expressed or implied, 
and is not ratified or shared by him 

Ihe Nebraska court holds that in any 
event one who places funds in the hands 
of another to be loaned is bound by the 
acts of his agent in exacting or receiving 
a bonus or commission from a bor- 
rower. 

It is well settled that the lender may 
make proper and reasonable charges for 
the actual and reasonable expense of 
examining and appraising the security 

The same rule applies to actual and 
reasonable expense in the preparation of 
abstracts and investigation and in pass- 
ing upon the title of the property and 
for the costs of drawing, acknowledging 
and recording the papers. 

The effect of requiring the borrower 
to keep the property insured for the 
benefit of the mortgagee does not ren- 
der the transaction usurious. 

Amount of Charges 

Fixed in Some States 

In some states the amount of charges 
in connection with a loan is fixed by 
statute; as in Connecticut by Section 
4800, General Statutes, Revision 1918, 
wherein they are limited to 12 percent 

In the following cases it is held the 
requirement by a life insurance company 
as a condition precedent to making a 
loan that the borrower take out a policy 
with it upon his own life or that of an- 
other, does not constitute usury: Wash- 
ington Life Ins. Co. v. Patterson Silk 
Mig. Co., 25 N. J. Eq. 160; Lane v. 
Washington Life Ins. Co., 19 Atl. 618, 
(N. J.); John Hancock Mut. Life Ins. 
Co. v. Nichols, 55 How. Pr. 393, (N. 
Y.); Union Central Life v. Morrow, 57 
N. E. 1133, (Ohio); Union Central Life 
v. Hilliard, 59 N. E. 320, (Ohio); Craig 
v. McMullin, 9 Dana 311 (Ky.). 

The following cases, however, hold 
that such requirement renders the 
transaction usurious: Moore v. Union 
Mut. Life, Fed. Cas. No. 9777; National 
Life v. Harvey, 8 Fed. 805; Brower \ 
Life Ins. Co., 86 Fed. 748; Clague v. 
Creditors, 2 La. 114. 

In the Clague case, however, the court 
was construing the laws of the state of 
New York and in view of the decision 
in the case of John Hancock Mut. Life 
v. Nichols, 55 How. Pr. 393, it seems 
came to an erroneous conclusion as to 
what the courts of New York would 
hold in such cases. 

The requirement that the mortgagor 
pay the taxes levied upon the property 
does not constitute usury. 

The courts, however, are not agreed 
as to the effect of provisions requiring 
the borrower to pay a tax on the debt, 
or on the mortgage by which it is 
secured. 

Michigan Case Cited on 

the Tax Payment 

In the case of Green v. Grant, 96 
N. W. 583, Michigan, it is held that the 
requirement that the borrower pay the 
taxes on the loan is not usurious, the 
creditor not knowing at the time the 
contract was written that the taxes 
would exceed 2 percent and theretore 
although the tax did exceed 2 percent 
the whole amount could be collected, 
and in the case of Flox v. Mutual Build- 
ing and Loan Association, 165 N. W. 
835, Michigan, it is held that the provi- 
sion requiring the borrower to pay the 
tax on a loan made by a building and 
loan association did not constitute usury 
as under the law a loan made by such a 
company was not subject to taxation 

; : Under statutes expressly one 

T usurious contracts void it is generally 

The Heart of Dallas from the Clouds held that usury is a defense that may be 
: set up against’a bona fide holder. 

; a + Aaa? ‘$e The majority of the courts construing 
statutes which do not expressly declare 
usurious contracts void hold that under 
such a statute usury is not a detense 
available against a bona fide holder 

A law providing that no negotiable in 
strument, void at its inception because 
of usury, shall be void in the hands ot 
a bona fide holder, was held unconstitu 
tional in the case of German Bank v 
DeShon, 41 Ark. 331, because of the 
particular provision of the Arkansas cot 
stitution relating to usury. 
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E 

The Franklin Life In ( 
: Springfield, Illinois 

ES 

ER 

ES 

| 

FANE IATA ERE ARAGRGRTAC RRA AARNE AON Ae a a RE Canin anaAananananananans, 

















30 


THE 


NATIONAL UNDERWRITER 


October 17, 1924 














Reinsuranceand Coinsurance Explained 


S life insurance provides security to 
A the individual by spreading his 
risk with a number of others, so 
does life reinsurance provide security to 
the life insurance company by dividing 
its risks on large policies with other 
companies. Life insurance has long 
been established as a necessity to the 
fabric of the social and business world, 
and its stupendous increase in recent 
years is one of the notable facts of these 
times. Policies considered very large 
only a decade ago are accepted nowa- 
days as a matter of course, and hence 
life reinsurance is increasingly demand- 
ing recognition as an essential part of 
the machinery of the life insurance busi- 
ness. Some companies it is true will 
still refuse to issue policies in excess of 
their retention limits, for reasons which 
no doubt appear wise to them, but such 
institutions are few in number, and re- 
insurance is now generally accepted as 
a practical necessfty. 
A company’s limit of retention has 
a direct bearing upon its reinsurance, 
and, inasmuch as there does not ap- 


é 


pear to have been any recent survey of 
in this respect 


company 


rules 


BY J. C. CAMERON 


Vice-President and Actuary, Great Southern Life 


it has 


been thought worth while to compile a 
table setting forth in groups the amount 


of 


plus (excluding capital) as of Dec. 


1923 of 230 


America 


business in force and the free sur- 


31, 


n companies, ar- 


ranged according to limit of retention. 
The table is given herewith. 

Even a cursory glance at this state- 
ment will disclose some remarkable dis- 


crepancies in 
limits of reten 


the 


tion. T 


various 


companies’ 
he subject is one 


that deserves our earnest consideration, 
as a company which issues a consider- 
able number of large policies and holds 


a maximum 


limit 


of 


smaller amount 


than it can cafely afford, is usually giv- 


ing 
There 


away 


appears, 


a material source of profit. 
indeed, 


to be a certain 


timidity on the part of some companies 
in regard to their limits of holding, and 
while it is not the purpose of this paper 


sevens 


to urge any rash increase of limit the 


question seems sufficiently interesting 
to refer to the members of this con- 
vention, 


Definite Example of 

Company Experience Cited 

Take for example an established com- 
pany doing non-participating business 
with $30,000,000 insurance in force and 
a free surplus of $200,000, whose limit 


of retention is only $5,000. Assume 
oa its mortality ranges around 50 
pertent of the American Experience 


Table or, say, 5 per 1000 and that its 
net reinsurance cost (first year and re- 
newals) is 100 percent of that table on 
the amount at risk plan. It has on its 
books 500 policies, each exceeding $5,- 
000, the average amount of such risks 
not in excess of $10,000 being $8,500. It 
may on the average expect between two 
and three claims a year, i. e., 50 percent 


P| 
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mortality on such business. Even in 


the event it has five such claims, i. e., 
100 percent mortality on this business, 
the mortality cost of holding a limit 


of $10,000 would just equalize the rein- 
surance premiums paid under its present 
limit. The chance of ten claims occur- 
ring in one year is remote, and, even 
in that event, the comparative loss to 
the company if it were holding a $10,- 
000 limit would be less than $17,500, as 
the following figures show: 





10 claims averaging $8,500....... $85,000 
10 claims each, $5,000............ 50,000 
Gross loss in excess of limit...$35,000 
Reinsurance premiums now paid 
on business between $5,000 and 
$10,000 = $3,500 -01 xX 500..$17,500 
BED cccgeccccceccdccesceosces $17,500 


These figures take no account of 
serve reduction, which would reduce 
the items pro rata on the net sum 
risk reinsurance plan. 

It would seem that such a company 
could conservatively hold a limit of $10,- 
000, and, indeed, $15,000 would be rea- 
sonably indicated, with the usual grad- 
ings for age and plan of insurance. 

In the above example the case of a 


re- 
all 


at 





CAMERON 
Vice-President Great Southern Life 


J. Cc, 


comparatively small company has been 
deliberately chosen, partly for the rea- 
son that such a concern usually a 
little slower to increase its limit in pro- 
portion to its capacity than a larger and 
more experienced company, and also 
for the reason that when dealing with 
the matter of increasing an already con- 


is 


siderable limit, the question of “large 
policy” mortality must be taken into 
account. For instance when considera- 


tion is given to increasing the limit from 
$50,000 to say $75,000 it is in accordance 
with the experience of most companies 
to expect a materially higher mortality 
rate on the additional $25,000 than on 
business within the existing limit. 

Every company ought to make an an- 
nual profit and loss accounting on its 
reinsurance, which is a simple matter 
on the net amount at risk basis, and 
not, indeed a complex one on any basis. 
The experience over a series of years 
should form an interesting study for 
the management. 


Facultative and 
Automatic Contracts 


Having, after due consideration, de- 
termined the limits of retention several 
problems arise as to the methods and 
plans of reinsurance desired. Under the 
so-called facultative method the original 
company may offer its surplus risks to 
one or more companies for considera- 
tion, sending complete copies of papers 
and all other information with the rein- 
surance application. The other com- 
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ries have the option of accepting, de- 
ng or offering approval on a sub- 
standard basis, as they may see fit, their 
action being advised to the ceding com- 
any as promptly as possible. 
Under the automatic or obligatory 
method the original company is obliged 





n 





to place its excess risks up to certain 
stated amounts with usually one and 
sometimes more than one company, 


who on their part automatically go on 
the risk coincidentally with the original 
company. 
Advantages of the 

Facultative Method 


The advantages of the facultative 
1ethod are that the origi nal company 
ese freedom in placing its business and 
also has the benefit of the underwriting 
methods of other companies frequently 
of greater size and with more expe- 
rienced underwriting committees. The 
principal advantage of the automatic 
method is that the original company can 
immediately issue a policy that may 
often be considerably in excess of its 
own limit, and it will thereby give im- 
proved service to its agents and appli- 
cants. Within the last few years a 
modification of the facultative method 
has found favor in certain quarters, the 
original company on completing its 
papers, wiring the amount of reinsur- 
ance desired and certain data of iden- 
tification to the reinsuring connection 
with the further statement that the risk 


3 








the same benefits and receiving the same 
premium rate as under the original pol- 
icy. There is a form of coinsurance. 
usually employed by companies doing 
a non-participating business, under 
which the premium for the first vear is 
the mean reserve and thereafter the net 
renewal premium loaded two percent. 
As between the net sum at risk plan, 
which for convenience will be referred 
to hereinafter as reinsurance, and the 
coinsurance plan there is some dif- 
ference of opinion as to which is the 


more satisfactory to the original com- 
pany. Generally speaking, the com- 
panies of the south and west, many of 
which are rather young and moderate 
in size, have chosen the reinsurance 
plan. These companies for the most 
part issue non-participating business 
and employ some form of modified pre- 
liminary term valuation by the Amer- 
ican Experience table with 3% percent 
interest. As a rule they earn compara- 
tively high interest rates. Coinsurance, 
on the other hand, finds more favor in 
the east. 


Make No Mistake in 
Choosing Reinsurance 


It is the opinion of the writer that the 
companies first mentioned are making 
no mistake in choosing the reinsurance 
plan. Thereby they retain all reserves 
in their own funds, giving off each vear 
little if any more than the net American 
Experience mortality cost on the rein- 








Maximum 









Retention No. of r-—— Business in Force——, ———F ree Surplus——_ 
Not Cos. in In Group In Group 
Exceeding Group Minimum Maximum Minimum Maximum 
$ 3,000 10 $ 1,000,000 68,000,000 $ 1,000 $ 515,000 
5.000 60 2 000,000 74,000,000 1,000 455,000 
7.500 17 9,000,000 43,000,000 315 5.000 
12,500 54 3,000,000 152,000,000 1.032.000 
17,500 32 2,000,000 215,000,000 1, 63 2000 
20,000 11 000,000 1 79,000,000 .2.000 
25,000 12 7,000,000 262.000.000 000 
35.000 3 000,000 168,000,000 3.000 
50,000 13 5,000,000 712,000,000 000 
75,000 2 3,000,000 1,864,000,000 6, 2 000 
100,000 6 70,000,000 1,262,000,000 2. 16, 000 
150,000 2 000,000 1,653,000,000 18, Y 20,784,000 
200,000 2 ,000,000 2 689, 000,000 15,: ,000 37,500,000 
250,000 3 000,000 38, 42 000 74,700,000 
500,000 3 79,000,000 47,400,000 69,500,000 











is a standard one. The reinsuring com- 
pany with these facts before it is usually 
able to wire prompt action and thereby 
enable the original company to issue 
its policy without undue delay. 
An objection to the automatic method 
between 


is that any material divergence 
he underwriting standards of the or- 
iginal and reinsuring companies is apt 


sooner or later to cause friction between 
them. 
Plans of Reinsurance 

or Coinsurance 


There are in existence several dif- 
erent plans of reinsurance policy, but 
of recent years and aiter a fairly ex- 
haustive experience the consensus of 
company opinion has approved two 
methods in especial, one being known 
as the net sum at risk plan and the 
other as coinsurance. 


The net sum at risk plan is annual 
renewal term reinsurance, whereunder 
the sum reinsured is the face amount of 
he excess risk originally assumed by 
1 reinsuring company less the pro 
rata reserve held on the original policy. 
The amount of reinsurance, therefore, 
so long as the principal policy is in full 
force, aethoeet each year and the an- 
nual reinsurance premium is a one year 
term rate based on such amount at the 
attained age at the commencement of 
the policy year. The present day re- 
newal rates are very close to the Amer- 
ican Experience 3% net premiums, 
though over age 40 it is customary to 
add a small but increasing loading. The 
first year rate is about one half the net 
one year term rate. 


Name Coinsurance Is of 
Comparatively Recent Origin 


The name coinsurance is of compara- 
tively recent origin as applied to life re- 
insurance and is given to that plan 
whereby the reinsuring company issues 
a policy guaranteeing pro rata exactly 


sured business. While coinsurance 
rates are not at this time standardized, 
and, of course, they cannot be when 


the reinsuring company receives exactly 


the pro rata premium of the original 
policy, still the net cost tends to ap- 
proach closely to the mean reserve for 
the first vear and the net American Ex- 
perience 314 percent renewal premium 
thereafter. This statement seems to 
be at least approximately correct, 
whether a true coinsurance method be 
adopted with allowance for commis- 


sions and other expenses, or the modi- 
fied coinsurance basis referred to earlier 
in this section. 
Excess Interest Earned 

on Reserves Retained 


Granting the above, it would seem 
that the items of loading as between co- 
insurance and reinsurance may be dis- 
regarded without much loss of accuracy. 
There remains the excess interest which 
the company employing reinsurance 
earns on the reserves retained. Some 
figures have been prepared showing the 
comparative gain to a company adopt- 
ing the reinsurance plan in preference 
to coinsurance, the cage assumed being 
a reinsurance of $10,000 at age 40, the 
original policy being on the ordinary 
life plan. It is further assumed that 
the company will earn on its funds a 
net interest rate of 5% percent for ten 
years, admittedly a somewhat high fig- 
ure for companies in general, but prob- 
ably not out of line for a number of 
western and southern companies. A 
lower net interest rate assumption 
would, of course, diminish the estimated 
profit. These figures are appended. 


Coinsurance Desirable 
Under Certain Conditions 


It is readily admitted that under dif- 
ferent conditions from those assumed 
above the coinsurance plan may be 

(CONTINUED ON PAGE 46) 
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Automatic Protection After a Lapse 


BY GEORGE A. GRIMSLEY 


HE automatic premium loan is one 
of the many liberal features that 
have been written into policy con- 


tracts in later years, as a result of a 
better knowledge through experience of 





GEORGE A. GRIMSLEY, 


Winston-Salem, N. C. 
President Security Life & Trust 


the life insurance business, the desire on 
the part of the companies to give to the 
policyholder every moral equity, and to 
offer him every inducement and oppor- 
tunity to continue his insurance in full 
force. 

There is quite a difference in the 
policy contracts of today and those of 


50 years ago. Then claims were not 


paid upon receipt of due proofs of death, 


but within 60 or 90 days. Death by 
suicide at any time, or in consequence of 
the violation of the law, change cf occu- 
pation to a more hazardous one, travel 
or change of residence in many parts of 
the United States without written permit 
endorsed upon the policy voided the 
contract. There were no days of grace, 


face amount, the automatic extended 
term for the full amount, and the auto- 
matic premium loan which keeps the 
policy in full force as long as the sur- 
render value will pay its premiums and 
interest charges. It will be recalled that 
when the extended and paid-up features 
were first granted, if the insured died 
during the first three years after the 
lapse, the premiums with interest for 


The respective advantages and claims of the automatic extended insur- 
ance and the automatic premium loan plans were surveyed by President 
George A. Grimsley of the Security Life & Trust in his paper on “Auto- 
matic Premium Loan.” Mr. Grimsley studied the views of prominent actu- 
aries on “American” and “Australian” methods of protecting policyholders 
who lapse either intentionally or unintentionally. His conclusion was in 


favor of the automatic premium loan. 


no surrender values and no policy loans. 
These restrictions were placed on every 
contract in order that the companies 
might be certain to keep within the 
bounds of safety. As soon as experi- 
ence justified, the present liberal features 
were voluntarily adopted by the more 
progressive companies. These liberal fea- 
tures were enacted into laws by many 
legislatures in 1905, after the upheaval 
occasioned by the Armstrong investi- 
gation. 


Now Three Automatic 
Features in Policies 


There are at present three automatic 
features that are operative in the event 
the policyholder does not pay his pre- 
mium when due, the automatic paid-up 
policy for a smaller amount than the 


those years were deducted. Now, none 
are deducted. 

According to the Unique Manual, in 
1923, there were 166 companies that 
granted automatic extended insurance, 
45 that granted automatic premium loans 
and 18 that granted automatic paid-up 
policies. It will be seen that there is a 
wide difference in practice, some varia- 
tion, due of course, to legislation. It 
would be interesting to know just what 
determines the practice of the different 
companies. The determining factor 
should be what is right and equitable to 
both the retiring and remaining policy 
holders. 

The subject of automatic premium 
loans has been so ably and exhaustively 
discussed by many of the most experi- 
enced actuaries of this country and 


Canada, from time to time, since 1908, 
that I thought I could not do a better 
service than to bring together in this 
paper, in their own words, the heart of 
the argument of some of those who have 
discussed it, and refer you to the original 
source of these papers and the oral and 
written discussion of the same for a fur- 
ther study. 

It will be interesting to those who have 
not done so to read the paper of Mr. 
Rhodes on the mortality experience of 
the Mutual Benefit under policies run- 
ning under automatic extended insur- 
ance, read before the Actuarial Society 
of America in October 1908, and the 
general discussion ‘of the same at the 
meeting in 1909, also one on the same 
subject by Mr. Welch of the Phoenix 
Mutual, May 1912, and by Mr. MacDon- 
ald of the Confederation Life at the 
meeting in October 1912. The written 
and oral discusions of Mr. Welch's 
paper may be found in Vol. 13, Page 
312 of the Transactions. 


Rhodes Champion of 
Automatic Extensions 


The original papers on extended in- 
surance and the discussion of the same 
have been directed at the automatic 
features, some advocating the automatic 
extended insurance and others the auto- 
matic premium loan. Mr. Rhodes is one 
of the strongest champions of the auto- 
matic extended insurance. In his written 


discussion of Mr. Welch’s paper on 
“Extended Insurance,” Vol. 13, Page 
313 of the Transactions, he says: “I 


think we can all agree that the practice 
of continuing a policy in force for its 
full amount in case of default in the 
payment of premiums meets a need 

the insuring public which may be said to 
be almost vital. The only other plan 
which meets this need is one which is 
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looked upon with approval and prefer- 
ence by some actuaries. I refer, of 
course, to the plan of continuing the 
original policy in force by charging the 
unpaid premiums as a lien, so long as 
such a lien is secured by the policy 
reserve The relative desirability of 
these two plans, so far as individual 
policyholders are concerned, can not be 
settled by any general statement, but we 
can determine, in a measure, which plan 
is more desirable for the average policy- 
holder, and that is really all that can be 
done in any question of like character.” 


Admits One Advantage 
to Policyholder 


Further on in the discussion he admits 
that, “There is a certain advantage to 
the policyholder under the automatic 
premium loan plan, in that, while the 
insurance is continued, a medical exam- 
ination is not required to restore the 
policy to its original condition,” but 
thinks this is offset under extended 
insurance by the “advantage to the 
policyholder in having his insurance 
continued for a definite amount and 
fixed time instead of for a constantly 
decreasing amount and for indefinite 
time.” 

He further states: “It is clear that 
under the extended insurance provisions 
more policyholders would benefit, both 
in the amount and the term of extended 
insurance, than under the automatic loan 
provision. It has been shown that in 
extended insurance the effect of selec- 
tion against the company is heavier 
immediately after the lapse than it is 
during the later period of extended in- 
surance. It has also been shown that 
for policies having a longer duration 
between the time of issue and the time 
of extension the deaths are proportion- 
ately greater. These facts have an 
important bearing in determining the 
relative advantage of the two plans, so 
far as the company is concerned. 


Realizes Benefit of 
Premiums Charged 


“Although for policies with short dur- 
ation, the period of extended insurance 
is greater than the period during which 
the insurance would be continued under 
the loan plan, the company still retains 
in some measure the benefit of the 
medical selection. Under policies with 
long durations, where the heaviest mor- 
tality under extended insurance is expe- 
rienced, the term of extended insurance 
may be less than the period during which 
the insurance is continued under the 
loan plan. The company, of course, 
realizes, under the loan plan, the benefit 
of any premiums charged as a lien; but 
this, of itself, is not sufficient to make 
the loan preferable to the extended in- 
surance plan. The definite time and 
fixed amount for which the insurance is 
continued under the latter plan, as well 
as the longer term available to the 
greater number of policies, in my 
opinion, makes the extended insurance 
plan preferable.” 


Contrasts Australian 
and American Plans 


Mr. Macauley, of the Sun Life, in dis- 
cussing Mr. Rhodes’ paper, said: “There 
are, however, two methods of continuing 
the original assurance in force. There 
is the extension system, which has be- 
come so common in the United States 
and which is now incorporated in the 
laws of many states of the Union, and 
there is the other system which is gen- 
erally known as the Australian non-for- 
feiture system, and which has been more 
extensively adopted in Canada than the 
American method. The difference is 
radical. The extension system is one by 
which the cash value of the policy, or 
such proportion of the reserve as may 
be set aside for that purpose, is used to 
purchase term insurance for the length 

[| time that can be covered by that 
value. It is just another form of sur- 
rendering the policy. If a man either 
intentionally or unintentionally allows 
his policy to lapse, then the extension 
period comes into operation and his 
policy is protected, but if he wishes to 
revive his policv—and a man may wish 
to revive his policy, especially in case of 
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Speed in service has brought together the policyholder, the 
agent and the Home Office of The Lincoln National Life 
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Mail is handled, business records are balanced, com- 
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speed of electricity. 


The usual battery of Addressographs is amplified by a 
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invoices at a high rate per minute. 


There is a Ditto machine for duplicating premium cards 
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gets results much more quickly. 
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unintentional lapsing—he can not do 
so unless he passes a satisfactory med- 
ical examination. 

“Now, the Australian nonforfeiture 
system proceeds upon an entirely differ- 
ent basis. The idea is not to cancel 
the policy at all, not to have it surren- 
dered and replaced by an extended term 
insurance, but to keep the original policy 
in force by automatically advancing the 
premiums as they fall ‘due so long as 
the value of the policy is sufficient to 
justify the company in making the ad- 
vance, It is a system of automatic loans, 
a different thing entirely from the ex- 
tended term insurance. If a man lets his 
premium fall into arrears, his policy 
does not lapse as long as there is value 
sufficient to pay the premiums, and if, 
at the end of three months, or whatever 
the time may be, he comes in and says, 
“IT wish to revive the policy,” he can 
revive without medical examination be- 
cause the policy has never lapsed. It 
does not need to be revived, it is in full 
force, it is in exactly the same position 
as if the man had made a loan to pay 
the premium, with this difference only, 
that it has been done automatically for 
him and in that way he has been pro- 
tected against oversights or slips. 


Additional Aim to 
Prevent Lapses 
“The 


is not merely 


object of such an arrangement 
to protect persons against 


the contingency of early death, not 
merely to protect those who are bad 
lives, but to reduce lapses, to keep the 


policies in force and every effort is made 
to persuade policyholders to pay up the 
premiums that are in arrears, even in 
instalments.” 

Mr. Macauley, after giving the experi- 
ence of his company under the auto- 
matic premium loan from September, 
1894, to December, 1908, further states, 
“We do give the extension system also 
as an option but it is not automatic. The 
policyholder has to apply before the 
lapse of his policy in order to get it, and, 
as far as I know, we have had only about 
5@ persons in the history of our com- 
pany who applied for the extension in 
preference to the other. We give both, 
but the automatic feature is our Aus- 
tralian nonforfeiture system. Whether 
the public likes it or not may be judged 
by the fact that while we have had 24,- 
000 take the one, we have had 50 take 
the other. 

“We believe that by this Australian 
system, which has been so generally 
adopted by Canadian companies, we are 
able to protect our policyholders at least 
as effectually as under the extension re- 
ferred to in Mr. Rhodes’ paper, and that 
we further avoid most of the evils which 


the extension system has. While I ad- 
mit with pleasure that the extension 
system is an excellent thing, we think 


we have something just a little better.” 

Mr. Rhodes, in his rejoinder, says: 
“Now, as to the popularity of the two 
features, Mr. Macauley has given us the 
number of policyholders in his company 
who have preferred extended insurance. 
Two years ago we placed the automatic 
loan teature in our contracts as an op- 


tion. We have issued, 1 suppose, some 
60,000 or 65,000 policies since that time 
and less than half a dozen members 
have taken advantage of the automatic 
loan plan.” 
Moir Favors the 

Loan Method 

Mr. Moir, in the oral discussion of 
Mr. Rhodes’ paper, says: “I am very 


strongly in favor of the automatic loan 
plan which I have seen in practical op- 
eration since 1886 when I started in life 
insurance; it has been in use in this 
country in two or three companies and 
has been very favorably received by the 
policyholders and by some of the agents; 
those agents, that is, who take the trou- 
ble to understand it.’ 

And in his oral discussion of the paper 
of W. P. Barber, Jr., he says: “I have 
seen this plan in operation since 1886; 
the first company I joined had this sys- 
tem. It was different from that which 
Mr. Wood has explained; the interest 
rate was the normal rate usually charged 
for policy loans at that time in Scot- 
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land, 5 percent. I can not give definite 
statistics, but the general impression 
was that the experience was thoroughly 
good. It was then an unusual plan of 
operation for British companies, and | 
believe practically unknown here. 


Completely Changes 
Character of Policy 


“I have always felt that the extended 


insurance feature, so common here, is 
not a good method of carrying on a 
policy contract, because it completely 


changes the character of the policy. A 
20-year endowment policy is changed 
irom an endowment to term by the ex- 
tended insurance modification; but the 
automatic premium loan continues the 
exact character of the policy as it was 
originally drawn, and yet gives a result 
equivalent to the extended insurance; 
that is, it gives further insurance pro- 
tection for the full amount, less only 
the charge for the premium. 

“Of the two plans, the automatic pre- 
mium loan is more in accordance with 
the minds of the parties when the policy 
contract was originally made. There 
are many other little points of that kind 
that can be brought out, but I would 
only add my word of commendation of 
the automatic premium loan clause, 
which I think is better for both the in- 
sured and the company.” 

Those who are interested will find 
other valuable papers and discussions of 
this subject in Vol. 24, Page 386, and 
Vol. 25, Page 104, of the Transactions, 
and in the Record of the American In- 
stitute of Actuaries, Vol, 2, Page 93, and 
Vol. 61, Page 119. 


Determined by What Is 
Just and Equitable 


I am of the opinion that the most de- 
sirable of the automatic features now in 
use should be determined by what is 
just and equitable to both the retiring 
and the remaining policyholders, and is 
most effective in conserving the business 
of the company, the one that does not 
enable any particular class to secure an 
undue advantage over the policyholders 
as a whole. 

Mr. Ferguson, in his discussion of the 
paper by Mr. Welch on extended in- 
surance, brings out a vital point when 
he says: “Mr. Rhodes stated that in his 
company the policyholders received a 
greater benefit by accepting extended 
insurance instead of taking the auto- 
matic premium loan. This does not seem 
to me to show any inherent advantage 
that extended insurance over 
the automatic loan, but it suggests to 
me that possibly the extended insurance 
offered by Mr. Rhodes’ company is per- 
haps unduly liberal. There should be 
some equation between the two which 
should work out the results equitably, 
allowing on the side of the automatic 
loan the advantage that the policyholder 
has in being able to continue his policy 
without examination, and charging as a 
disadvantage of that system the reduc- 
ing insurance. If such an equation is 
formed, and if the extended insurance is 
proved to be a better plan for the pol- 
icyholder, then we have simply a proof 
that either the extended insurance is too 
liberal or the automatic loan is not lib- 
eral enough.” 


In Harmony With Great 
Purpose of Life Insurance 


Assuming that this equitable equation 
can be worked out, I am _ thoroughly 
satisfied that the automatic premium 
loan is much more desirable because it 
is more in harmony with the great pur- 
pose of life insurance. The automatic 
extended and automatic paid-up features 
impress me with the idea of an umpire 
being on guard to cry out, “You are 
out,” just as soon as the policyholder 
fumbles the ball, so to speak. The auto- 
matic premium loan does not treat him 
as down and out, but holds open to him 
the door of hope as long as equity and 
justice will permit. 

The ideal plan would be to have every 
policyholder keep his policy in force, to 
remain in the group until removed by 
death. The automatic premium loan 1s 
the only method, in my opinion, by 
which this idea may be approached. 
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Essentials of Reinstatement Work 


( express the act 


EINSTATEMENT, restoration and 
revival are words used = synon- 
mously to *t of the 


to a policy holder ot the protec- 

ost by 1 through the termin 
ation of his policy contract. I believe 
some 10 or 15 vears ago “restora 

or “revival” were words mort 


requently used and heard than they are 


“Reinstate” is, 


t i\ now rn vener 
accepted word 
Linked Up With 
Selling Persistency 
Reinstatement effort might well be 
he heading of one chapter im a story 


lite underwriting, and sequel to two 


hers, “Selection and Right Selling 
and “Persistence or Permination 
hich?” To enjoy, appreciate or tully 
understand the tinal of the three chap 
ters one must have knowledge of the 
other two, and it 1s those very two | 


would discuss as preliminary to “Rein 
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ited to the “Last Chapter.” thus, in m 
nion, entering the subject by’ way « 
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proceed until I have, by way of preface 

subsequent remarks on reinstatemnt, 
given due expression to the opinion that 
the subject of “Reinstatement” will not 
be of so vital importance to all of us 
as it is today, when, through their tu 
ture development, companies shall have 
found the microbe of lapse-prevention, 
ind applied it as an antitoxin to the 
disease of termination A few years 
ago the medical fraternity, and the pub- 
lic at large, looked upon smallpox, dip- 


heria, scarlet fever, typhoid and a host 

other ills of man as sometimes in 
rable and certainly not to be pre 
vented, and so do we company ofticers 


fieldmen to a large extent supinelyv 

d certainly with some _ indifference 
sing the song “Manv Terminations We 
Shall Have Ever With Us.” We look 
upon the discontinuance of a large per 
centage of policies, by 
death or maturitv, as a necessarv evil, 


ist as in the days of old, man thought 


means other than 





leprosy and while hoping it might 
ne to his househol did litth 
than hurl some stones and trust 

by uch means he and v 


ee] om contamination 
Little Effective Work 
Being Done as Yet 
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By ERNEST C. MILAIR 


Ernest C. Milair is vice-president and secretary of the George Wash- 
ington Life of Charleston, W. Va. In his address on “Reinstatements” he 
has presented a non-technical analysis of what he terms the most important 
situation now facing the insurance business. He does not look on it as an 
isolated problem, but one that is linked up with selection, right selling and 
persistency. Mr. Milair believes that lapse-prevention is the most impor- 
tant treatment that the business can now undergo and that it is one to 
which both agency ranks and home office men must apply themselves. As 
an example of a reinstatement program, Mr. Milair has outlined the system 
in use by his company although he does not hold it up as a model. He 
merely uses it to show the manner in which the home office and the agency 
ranks of his company are cooperating on a reinstatement program that is 
reducing the lapse evil. 
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The Nation Respects 
North Carolina Products 


North Carolina has assumed world leadership in 
the production of various things that are important 
in life—table-cloths, work clothes, underwear, hosiery, 
botanical drugs, paper pulp, blankets and such—also 
in tobacco products. And not the least factor in North 
Carolina’s amazing progress has been the develop- 
ment, at the same time, of its strong life insurance 
companies. A favorable attitude greets the agent who 
undertakes to write insurance for these companies, 
and good territory is open in many of the Southern 
and Southwestern states, where Pilot general agents 
have been uniformly successful. The Pilot is 20 years 
old—sound, progressive, well-managed—and offers 
the most complete line of protection in life, accident 
and health insurance. Use the coupon below to turn 
opportunity into gain, 
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Pilot Life Insurance Co., 
Greensboro, N. 


Att: H. B. Gunter, Agency Manager 


$7,230,000.00 


Surplus to Policyholders 
$1,680,000.00 


Insurance in Force Over . 
$55,000,000.00 


Dear Sir: 
I am interested in opportunities to 
represent the Pilot as General Agent. 
Special 
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GUARANTY 
LIFE INSURANCE COMPANY 


Davenport, Iowa 
ARE YOU LOOKING FOR THIS? 


If you are seeking a company whose chief aim is to keep each one 
of its agents satisfied and help them to become really big producers, 
doing so by its hearty co-operation; 

Then you are looking for the GUARANTY LIFE. 

In all of these the GUARANTY LIFE is the kind of company every 
man is seeking. Strong, progressive, growing rapidly—the GUAR- 
ANTY LIFE offers a number of progressive men an excellent op- 
portunity—everything that means success. 

And if you have real ability, the GUARANTY LIFE is looking for 
you. Let’s get better acquainted now! 


IOWA, ILLINOIS, MISSOURI, NEBRASKA, SOUTH DAKOTA, 
NORTH DAKOTA, KANSAS, OKLAHOMA AND TEXAS 


Secretary-General Manager 
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sire for the curing of the ills of our 
underwriting departments. 

In all well managed companies it 
will be found, I think, that after taking 
into due consideration the economic 
condition in the particular portion of 
the United States from which a com- 
pany may obtain its greatest volume of 
business, the percentage of terminated 
business duly reinstated will be pretty 
nearly the same, and I think the ten- 
dency in the last few years has been 
toward betterment, toward a reduction 
in termination ratio, at least such is the 
process I perceive to be now at work in 
individual agencies, in my company at 
least, and brought about by a combined 
home office and field effort on a plane 
of better understanding of the needful. 


Should Direct Efforts 
to Those Who Need It 


The place to start is where the need 
is greatest. It seems useless to issue 
manifestos, edicts and advice by whole- 
sale, to be read probably most atten- 
tively by the agetits whose agency lapse 
ratio may be quite low and read not at 
all by the air castle type, and usually the 
worst offender, the one in real need of 
injection of the dope of “lapse preven- 
tion.” Encourage your low lapse man, 
praise him and urge him to continuance 
or even betterment, of course, but let 
your broadsides be directed individually 
as case may need, at the agency whose 
lapse and whose termination rate may 
be too high. 

I have had the heads of agencies of 
companies say to me, “My job is to get 
new business; the home office may look 
after its renewal,” yet that very man 
may be, and probably is, enjoying re- 
newal commission on the very business 
for the care of which he disclaims re- 
sponsibility. The attitude is unfair, in- 
deed, I may go the length of saying— 
dishonest to himself and to his com- 
pany. The renewal commission is pay- 
ment for value received and that value 
lies in the loyal aid and assistance ren- 
dered by an agent to his company in 
maintaining its business. Indeed I can 
conceive that even without this pay an 
honorable agent would do as much: an 
act so decidedly beneficial to the in- 
stitution of life insurance, as a whole. 


Agent Should Be 
Carefully Trained for This 


The agent, who by reason of intent 
or lack of knowledge of his real duty to 
his clients and his company, persistently 
fails to hold down his lapses and ter- 
minations is the agent who, as I say, 
must or should receive particular at- 
tention; his psychology must be an- 
alyzed; he must be brought to a concep- 
tion of his duty and he must do it or 
his scalp must fall. There are ways and 
means, a boring process, to be employed, 
which I believe may in course of time 
prove effective in a great majority of 
seemingly unruly cases, details of which 
I may not discuss here, but that which 
I have said is designed to lead up to 
the requirements placed upon an agency 
as regard its extent of participation in 
reinstatement effort, in short he must 
have knowledge of lapse prevention 
methods, else he will be of little use for 
reinstatement work. The agency man- 
ual should furnish, as fully as it be 
possible to do, the rules of a company 
as to method of procedure toward rein- 
statement: Such as the form of appli- 
cation for reinstatement required in 
cases and kindred information, 


varving 
that the agent may work intelligently 
for reinstatement. All companies do 


not employ the same actual procedure, 
though in all, the underlying principle 
is the same, that there must be “evi- 
dence satisfactory to the company” of 
the insurability of the one applying for 
reinstatement to the enviable state of 
enjoyment of the privileges and pro- 
tection of a contract he may have seen 
fit to break, or possibly has allowed to 
become broken through neglect or 
otherwise. The extent to which a 
company may be satisfied as to “insur- 
ability” is wherein companies manifest 
individuality in regard to reinstatement 
and to which a new agent should be 
“put wise,” forthwith. I believe my 
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company stands on a midline between 
the too liberal and the too conservative, 


General Rules of 
Own Company Outlined 


I submit below the general rules on 
reinstatements governing our reinstate- 
—_ department at present: 

The accounting department will re- 
nik to the reinstatement department 
on a blank which we will call an infor- 
mation slip all lapses each day, if pos- 
sible. This blank should contain nec- 
essary information as to number, name, 
etc., to enable you to proceed without 
referring to the premium card. 

2. Upon receipt of the information 
slips the reinstatement department 
should draw the cases from the files and 
such cases should be kept in a separate 
reinstatement file by the reinstatement 
department and not returned to the 
general file, until reinstatement effort is 
complete. 

The case should be first sent by 
the reinstatement department to the 
medical department for putting through 
the “M. I. B.” index and for review as 
to desirabilitv of the risk and the med- 
ical department should note plainly on 
the papers as to whether or not the risk 
is to be followed up. or if they have 
preference as to the form of reinstate- 
ment application. If the risk is unde- 
sirable the medical department may 
simply endorse “D. N ? meaning 
“Do not follow up.” 


Difference in Reinstatement 

Forms Brought Out 

Upon return of the cases to the rein- 
statement department they should be 
carefully reviewed, the correspondence 
glanced over, etc. for the purpose of 
determining whether or not a_ special 
letter need be written, or to obtain light 
on the reason for lapse or for any evi- 
dence of impairment or other obstacle 
to reinstatement, which may have es- 
caped the medical department’s atten- 
tion and if any, that department should 
be immediately advised. This evidence 
sometimes exists in the form of a let- 
ter from the insured or agent or other 
source as to illness or injury, change of 
—. employment, etc. 

If it is determined that no special 
one need be written, then the lapse 
effort by means of the routine letters 
should begin. 


Letters Should Always 
Go to Policyholders 


6. Letters should always be written to 
the policyholders themselves, without re- 
gard to agent's assistance, and if it is 
possible to determine where a_benefi- 
ciary or assignee is located, it is fre- 
quently advisable to send a copy to 
them, who quite often will co-operate in 
the effort to have the insurance revived 
It should be borne in mind that the 
value of the home office lapse effort lies 
in impressing policvholders with the 
thought that the home office is inter- 
ested in them personally, hence the nec- 
essity of direct communication. It has 
also value in that we may prove that 
notice of termination is finally given 
with opportunity for revival. In addi- 
tion to the letters to the policyholders 
it is most essential that the assistance 
of the agency force be asked for in 
this lapse work. In short, the lapse ef- 
fort should be a joint one as between 
the policyholder, the home office and 
the agency force. 


Careful Check on 

Pending Matters Essential 

7. It is most necessary that careful 
track be kept of all pending matters 
either by means of a suspense file, or 
better still by calendar, which by reg- 
ular reference ahevete will prevent the 
possibility of any important case being 
allowed to drift too long. This sus- 
pense file or calendar record, should, of 
course, only be for important cases or 
those needing special attention at a 
special time. In the majority of cases 
the “follow up” letters should be about 
10 days apart, but good judgment and 
discretion should be used and if 10 
days is sufficient for the outlying dis- 
tricts a shorter time should be consid- 
ered as right for city cases and vicinity. 
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Due regard should always be had for 
the time required for mail to travel be- 
tween the home office and the policy- 
holder’s town with allowance of time 
for consideration by the policyholder of 
any offer or suggestion made to him. 

s. Any policy, may be reinstated upon 
evidence satisfactory to the company of 
the insurability of the policyholder and 
payment of the past due premiums with 
rest at the rate of 6 percent per an- 

and the payment or re-instatement 
of any indebtedness which existed at 
the time of default, with interest. 








Checks or remittance in any torm, 
received for overdue premiums must 
not be deposited by agents, but must 
be forwarded to the home office with 
the application for reinstatement 


Practice on Settlement 
for Reinstated Policy 


\ll applications for reinstatement, 
whether on a self health certificate or 
examination form, must be submitted to 
the home othce and our medical depart 
ment tor approval or disapproval. in 
the event of the disapproval ot the sell 
health certificate, the medical depart- 
ment will specity whether it 1s “an out 
and out” aeclination, or whether we 
shall call tor a new examination 

Upon approval of the application tor 
reinstatement, the company will allow 
a period ot 30 days trom the date ot ap- 
proval in which to etfect a settlement, 
provided this period does not overlap a 
subsequent premium due date; this will 
be of assistance to the agents or to 
the home office in completing reinstate 
ment; this, however, is not to be con- 
strued as a grace period, as no rein- 
statement is ettected until proper set- 
tlement has been duly made to the home 
othce. 

It is our present practice to pay the 
medical tee, not to exceed $2.00 in con- 
nection with medical examination torm, 
provided that the company has not be- 
tore been placed to similar expense tor 
reinstatement of the same policy; in 
other words, the company will, as a 
rule, pay for but one reinstatement fee. 

If however, a period of two or three 
vears has elapsed since the last rein 
statement medical examination, we will 
be entirely justified in agreeing to pay 
the $2.00 fee again. 

9 It is entirely optional with the 
company as to whether or not we shall 
pay the fee in any individual case, but 
good business policy suggests that in 
most cases we do so the first time. It 
should be borne in mind always that 
the company gains benefit from ap- 
proved reinstatements by the renewal of 
the “selection.” 

10. It very often happens that an ex- 
amining physician cannot be located at 
a point convenient for the policyholder 
It is then advisable to assign a physi 
cian at the nearest point and in follow 
up to suggest that if it is inconvenient 
to visit the point designated that the 
policyholder submit the names of one 
or more reputable physicians in his lo- 
cality for our approval and further in- 
struction to him. The medical de- 
partment must always be consulted as 
to the examiners. 


Records Will Tell 

Where and When They Occur 

11. It is necessary to keep a simple 
record of the terminations and of the 
movement as to reinstatement so that 
there may be furnished at the close ot 
each month a statement as to reinstate 
ments, etc I suggest that the record 
be kept on a tickler, either loose leaf or 
permanent binder, as thought best, with 
columns providing for policy number 
name, amount of insurance, county and 
state, graded character of risk at selec- 
tion, date application for reinstatement 
received, application for reinstatement 
pproved, application for reinstatement 
eclined, premium paid, do not follow 

cases and agent or agency and re 

rks The entries should be made 

and totals closed for each month 
then posted on a sheet on a form 

ich can be agreed upon later for the 

itement referred to above 
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PROGRESSIVE PROSPERITY 


Commenced Business November Ist, 1909 
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31, 1909 
31, 1912 


31, 1915 
31, 1918 


31, 1921 


31, 1922 


31, 1923 


1, 1924 


ADMITTED ASSETS INSURANCE IN FORCE (Paid for basis 


$602,702 $992,000 


1,247, 205 14,857,356 


2,157,866 35,472,934 


8,586,676 75,806,544 
10,860,821 103,680,051 


12,134,749 107,475,109 
13,941,836 115,651,301 


15,469,970.84 128,387,904 








E. P. GREENWOOD, President 


Offices: 
Kirby Building, Dallas, Texas 
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Great Southern Building, Houston, Texas 
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Chances to 
get ahead 


OME one has said: “Chances to get 

ahead are not all gone. There’s 
one on every corner; one at every 
desk.”’ 

There are plenty of chances to get 
ahead in the Great Northern Life or- 
ganization. As many chances as there 
are members of the sales force—and a 
lot more. 

The chances of getting ahead, how- 
ever, are mostly on the corners and 
not at the desks. Except the desks of 
prospects. There is where the real 
chances are. 

No one has invented a way to sell 
insurance satisfactorily without see- 
ing prospects. This is the first requi- 
site of a successful salesman. A 
connection between a salesman who 
makes the calls and the Great North- 
ern Life results in only one thing— 
getting ahead, for both the salesman 
and the company. 


Great Northern Life 


Insurance Company 


110 S. Dearborn Street, CHICAGO 











Are Proceeds of Life Contract 
Subject to Federal Estate Tax 


BY ALLAN E. BROSMITH 


Assistant Counsel, Travelers 


POLICY of life insurance is a con- 
A tract between the insured and the 

insurer, whereby the insurer 
agrees for a stipulated amount to pay a 
sum of money at a time certain, either 
at the expiration of a period of years or 
at the death of the insured. The laws 
governing the interpretation and en- 
forcement of these policies of life insur- 
ance are the laws which govern con- 
tracts. (Davis vs. New York Life, 212 
Mass. 240.) The rights of the benefi- 
ciaries nominated as such become fixed 
immediately at the inception of the con- 
tract, not at a subsequent date such as 
the death of the insured. Such rights as 
the beneficiary acquires in the contract 
are enforceable by and in the name of 
the beneficiary, despite the fact that the 
beneficiary is not actually a party to 
the contract. 


Proceeds Are Not Property 
of the Insured 


The funds from which the proceeds 
are paid are in no sense the property of 
the insured—on the contrary are solely 
the possession of the insurer, nor can 
the insured exercise any supervision or 
control over these funds. The benefi- 
cial interest vests immediately when 
the policy is issued, subject, however, to 
be divested in certain policies where the 
right to effect a change of beneficial in- 
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part of opinion in Wardell vs. Blum, 276 
Fed. 226 (227) says: 

“All inheritance taxes are imposed on 
the transfer of the net estate of the ‘de- 
ceased’; from which the conclusion is 
inevitable that the property upon which 
such a tax is imposed must, in truth, 
be the property of the deceased.” 

Further, any controversy which may 
arise over the policy on the death of the 
insured is a controversy between the 
beneficiary and the insurer and not be- 
tween the insurer and those who ad- 
minister the decedent's estate. 

As the late Chief Justice Fuller in 
Washington Central Bank vs. Hume, 
128 U. S. 195, said, “It is indeed the 
general rule that a policy and the 
money to become due under it belong, 
the moment it is issued, to the person 
or persons named in it as the beneficiary 
or beneficiaries; and that there is no 
power in the person procuring the in- 
surance, by any act of his, by deed or 
by will, to transfer to any other person 
the interest of the person named.” 


Estate Tax Has 
Been Held an Excise Tax 


The estate tax, as its wording indi- 
cates, is a tax upon the transfer of the 
net estate of a decedent, not upon the 
property or properties constituting the 
estate. It is an excise on its passing 


Allan E. BroSmith, assistant counsel for the Travelers, spoke on 
“Are the proceeds of a life contract subject to death duties,” reviewing the 
important features of the Frick case and defending the decision of the 
district court in Pennsylvania. Mr. BroSmith gave his reasons for believ- 
ing that the proceeds of a life insurance contract do not constitute part of 
the net estate of decedents and consequently cannot be the subject of death 
duties or estate taxes. He also said that the entire federal estate tax is of 
doubtful validity, because it determines the amount of the tax by the size 
of the net estate and not by the distributive shares, as well as for the reason 
that it is in reality a direct tax and not an excise tax. 


terest is reserved, but these latter inter- 
ests, contingent though they may be, 
are created when the policy is issued, 
not at the death of the insured. Conse- 
quently where the right to change the 
beneficiary does not exist, an interest 
is created which cannot be revoked with- 
out the beneficiary’s consent. Fur- 
ther, the reservation of the right to 
change the beneficiary does not affect 
the beneficiary’s rights in the contract 
until the right is exercised. On the 
contrary, the beneficiary’s right is 
vested at once, subject to be divested 
by the exercise of this right of the in- 
sured. 


Applies Whether Policy is 
Revocable or Not 


Only when the insured has the abso- 
lute right to change the beneficiary can 
his trustee in bankruptcy obtain the 
cash surrender value of the contract of 
insurance and in those cases only where 
there is no state statute exempting the 
proceeds from the claims of the insured’s 
creditors. Cohen vs. Samuels, 245 
S. 50. 

If insurance is property such as would 
constitute part of a decedent's estate, 
why should it differ, so far as the bank- 
ruptcy law is concerned, from any other 
property of the bankrupt? 

It the federal estate tax is a tax im- 
posed upon the transfer of the net es- 
tate, insurance in order to be taxable 
must constitute part of the net estate, 
but the insurance with which this paper 
is concerned is not and could not be- 
come part of the estate, because the pro- 
ceeds are payable to the beneficiary in 
keeping with the terms of the policy and 
do not pass by the will of the decedent 
or by the intestate laws of the state in 
which the decedent was domiciled. <A 


as the result of death and not upon the 
property itself. As was said regarding 
an inheritance tax law of New York, 
“The tax is not upon the property im 
the ordinary sense of the term, but upon 
the right to dispose of it, and it is not 
until it has yielded its contribution to 
the state that it becomes the property 
of the anes. ” United States vs. Per- 
kins, 163 U, 525. 


Death of shea Merely 
Fixes Time of Payment 


Regarding insurance upon lives there 
is no transfer at death, no passing of the 
property upon whose value the percen- 
tages of the tax are based. True, death 
is the event from which the taxing 
power arises, but the policy itself, not 
the death of the insured, determines the 
right of the beneficiaries to the pro- 
ceeds. The death of the insured does 
not determine the beneficiary’s rights. 
It merely fixes the time of payment by 
the insurance carrier. Consequently, in 
my opinion, the imposition of such a 
tax on the proceeds of a life insurance 
policy is a tax upon property, not upon 
the transfer of property—therefore, a 
direct tax, not an excise tax, and is in 
violation of the constitution. Further. 
the imposition of the tax upon insur- 
ances such as this paper deals with takes 
property without due process of law. 
Adelaide H. C. Frick et al. vs. C. G. 
Lewellyn, collector. To quote from the 
epinion in this case: 

“Here, the statute arbitrarily makes 
something a part of the Frick estate 
which in fact was no part of it, and 
upon the value of that, undertakes to 
levy an estate tax, an ad valorem trans- 
fer excise tax, amounting to 25 percent 
of the value. This, in my judgment, 1s 
the taking of property without due 
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process of law; the levying of a direct 
tax without apportionment as required 
by the constitution.” 


Congress Imposed Other 
Death Duties in Past 


Congress has imposed other death du- 
ties or legacy taxes in the past. There 
was one enacted in 1797, another in 
i862, repassed in 1864 and another in 
The last mentioned was in name 
an income tax but was in one respect 
the legal equivalent of a legacy tax and 
pronounced wholly inoperative and void 
yy the Supreme Court of the U. S. in 
Pollock vs. Farmers’ Loan & Trust 
Company. In the acts of 1797 and 1862, 
inlike the present act, the tax was im- 
posed upon the legacy or distributive 
share passing to the beneficiary and the 
rates and exemptions varying with the 


relationship of the beneficiary to the 
decedent. Later in 1898 another death 
duty was imposed by Congress. Shortly 


after a man named Knowlton died in 
Brooklyn, N. Y. The collector of in- 
ternal revenue computed the amount of 
the tax upon his estate by determining 
the volume of the whole personal estate 
and ratably distributed the burden 
among all of the beneficiaries. This 
procedure on the part of the collector 
was finally reviewed by the Supreme 
Court of the U. S. in the memorable 
ase of Knowlton vs. Moore, 178 U. S. 
31. The court maintained: 


Court Maintained System 

Now Used Was Unjust 

“The tax is on each separate legacy 
or distributive but the rate is 
measured by the whole estate. In other 
vords the construction proceeds upon 
the assumption that Congress intended 
to tax the separate legacies, not by their 
own value, but by that of a wholly dis- 
tinct and separate thing. But this is 
equivalent to saying that the principle 
inderlying the asserted, interpretation 
is that the house of A which is only 
vorth $1,000, may be taxed, but that 
the rate of the tax is to be determined 
y attributing to A’s house the value 
ot B’s house, which may be worth a 
hundred-fold the amount. The gross in- 
equalities which must inevitably result 
from the admission of this theory are 
readily illustrated. Thus, a person dy- 
ing and leaving an estate of $10,500 be- 
queaths to an hospital $10,000. The rate 
of tax would be 5 percent, and the 
umount of tax $500. Another person 
dies at the same time, leaves an estate 
of $1,000,000 and bequeaths $10,000 to 
the same institution. The rate of tax 
would be 12% percent and the amount 
of the tax $1,250. It would thus come 
to pass that the same person, occupying 
the same relation, and taking in the 
same character two equal sums from 
two different persons, would pay in the 
one case more than twice the tax that 
he would in the other.” 

The opinion in the Knowlton case 
was written by the late Chief Justice 
White and is an exhaustive treatise upon 
the subject of death duties, reviewing 
the history of this species of taxes from 
the early Roman period to the present 
time, in England, France and elsewhere 
is well as in these United States. 


share, 


Same Obvious Unfairness 
Exists in Present Tax 


obvious unfairness which 


The same 
vas attacked by the court in the Knowl- 
ton case exists in the present estate 


tax, because the act of 1924 provides that 
i tax equal to the sum of the following 
percentages of the value of the net es- 
tate is hereby imposed upon the trans- 
fer of the net estate of every decedent 
lying after the enactment otf this act. 


My belief is that the proceeds of a 
fe insurance contract, for the reasons 
numerated in this paper, do not con- 


titute part of the net estate of a dece- 
ent—consequently cannot be the sub- 
ect of death duties or estate taxes. The 
ntire act is of doubtful validitv because 
determines the amount of the tax by 
he size of the net estate and not by 
e distributive shares and lastly be- 
ise it is in reality a direct tax and 
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not an excise tax. It is not apportioned 
as required by the constitution. 





CONTINUE SERVICE BUREAU 
AS A CONVENTION FUNCTION 


(CONTINUED FROM PAGE 3) 


Under the resolutions passed at the 
executive session, the executive commit- 
tee of the Convention will assume direct 
supervision which means that Secretary 
Blackburn's office will have added duties. 

It is not thought those opposing the 
principle of the Convention conducting 
private money making enterprises will 
abandon the fight. The chief opponents 
openly state they have gained in numer- 
ical strength, as indicated by the nega- 
tive vote, and declare they will renew 
the contest at the Louisville meeting 
next year. 

Colorado made a strong bid for the 
next meeting but the Louisville forces 
were too strong. 

In addition to the convention proper 
meeting in Louisville, the Medical Sec- 
tion voted at its annual gathering in 
June to meet there next year. 

R. W. Stevens Explains 

Report of Committee 

R. W. Stevens, president of the Illinois 
Life, chairman of the special committee 
to report on the Service Bureau, made 


some preliminary remarks before sub- 
mitting the report. He said: 

“In the work of investigating the 
bureau and preparing this report, we 


had the earnest and friendly co-opera- 
tion of Dr. Simmons and all his associ- 
ates in the Bureau. Not only was the 
information asked for promptly given, 
but Dr. Simmons himself made valuable 
suggestions as to the line of our inquiry 
and it was his expressed desire that the 
report of the committee on American 
Service Bureau should be so informing 
and complete that each member com- 
pany could and would, from the data 
furnished, decide definitely at this meet- 
ing whether it was or was not in favor 
of continuing the bureau as a Convention 
function. 


Calls It Worth Much 
More Than It Has Cost 


“We have no tangible evidence to sup- 
port the rumors that were broadcasted 
at the Omaha meeting to the effect that 
an emergency existed, which made it 
necessary for the Convention companies 
to go into the inspection business in 
order to avoid a very material increase 
in the charges for inspection services. 
But even though we agree that the rum- 
ors reterred to were without foundation, 
I desire to say that it is not only my 
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opinion but the opinion of all the mem- 
bers of the special committee that the 
Convention gesture in starting the Serv- 
ice Bureau has been worth in many ways 
more than it has cost the Convention 
companies. 

“To Dr. Simmons the special commit- 
tee on American Service Bureau desires 
to pay a personal tribute. Without pay 
or hope of personal reward he has 
worked untiringly, unsparingly and most 
efficiently in developing the Service Bu- 
reau to a point where its financial suc- 
cess seems reasonably well assured and 
its service is practically on a par with 
that of any rival organization. He has 
made this great effort and personal soc- 
rifice solely because of his devotion and 
loyalty to the American Life Convention 
and because he devoutly believed that 
the organization and development of the 
American Service Bureau as a Conven- 
tion function was in the best interests of 
the Convention companies.” 








Three Conscientious Laymen 


M. L. Blackburn of the 


Secretary 
of Nebraska, Vice-Presi- 


Bankers Life 


dent E. E, Rhodes of the Mutual Benefit 
Life and Actuary L. St. J. Thomas of 
the Shenandoah Life~all laymen—sat 


religiously through the sessions of the 
Legal Section. 
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May Be Your 
Opportunity 


Do you know that the great, broad, 
inviting South West offers a splendid 
opportunity? It does. 


The basis of all real production is the 
soil, and, combined with ample rains, 
followed by sunshine, the states of 


OKLAHOMA, ARKANSAS 
and TEXAS present a beautiful pic- 
ture. Not only a picture, but a reality. 
In other words, “Crops are good.” 


Wheat is the biggest yield ever. 
Cotton is coming along fine, with 
no menacing “bugs.” These two 
crops are the money makers. 


Persistent plugging away every day 
plus an intensive home office interest 
cannot fail to bring good results to 
to the agent. We offer that interest 
freely. We have endeavored at all 
times to give personal, friendly help. 


Operating in Oklahoma, Arkansas 
and Texas the Mid-Continent Life 


can offer some very attractive openings 
in these states. 


Mid-Continent Life 


Insurance Co. 
OKLAHOMA CITY, OKLA. 


EDWIN STARKEY, Vice-Pres. 
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Plan Is Seamed to [re 
Automatic Premium Loan Scheme 


By N. Z. 


SNELL 


President, Midwest Life of Lincoln, Neb. 


stressing their premium loan 
It read something like 


A BOUT 1911 many companies were 


clause. 
this: 

“Upon the request of the insured and 
assigns, if any, made prior to default in 
premium payment, the premiums there- 
after falling due and not paid will be 
charged as a premium loan, with interest 
at a rate not to exceed —— per cent per 
annum, provided the then cash surren- 
der value be sufficient to cover such loan. 
Any premium loan may be repaid at 
any time.” 

The fact was emphasized that after 
a policy had a cash value, it could not 
lapse as long as that value was sufficient 
to pay an annual, semi-annual or quar- 
terly premium, or in some instances the 
premium for a single day. As the loan 
could be paid at any time, the policy- 
holder had the right, loosely speaking, 
to reinstate his policy fully without a 
new medical examination simply by 
liquidating the loan. Or, if he could not 
discharge it in full, he could by paying 





N. Z, SNELL, Lincoln, Nebr. 
President, Mid-West Life 


a part of it from time to time, keep the 
policy in force indefinitely. 


Gives Two Serious 
Objections to the Plan 


As I understand it, this provision had 
been in use in Australia long before it 
was inserted in any American policy. It 
is indeed a liberal provision and a talk- 
ing point in soliciting insurance. In my 
judgment, however, two serious objec- 
tions can be made against it. 

First: By a mere bookkeeping entry 
the assets of a company are increased, 
likewise the liabilities, when no money 
whatever is paid or any note or other 
written obligation signed. For instance 
should 1,000 policyholders in one year 
fail to pay their premiums of, say, $30.00 
each, the assets of the company would 
be increased $30,000, and also the liabili- 
ties in practically the same amount, de- 
pending upon whether the reserve was 
increased more or less than the aggre- 

gate premiums so paid. This item would 
aden: year by year and whatever its 
amount, large or small, it is a book as- 
set without tangible evidence of reality. 

Second: No layman and very few in- 
surance men could determine how long 
his policy would be kept in force under 
such a provision. He would have to de- 
pend upon the home office for his infor- 
mation. The plan on the whole is too 
complex and intricate for the ordinary 
man to understand. 

The Midwest Life undertook to ac- 
complish the same end by a simpler 


method. When a policy had a non-for- 
feitable value, which was not taken by 
the owner in cash or used to purchase 
paid-up insurance, it was placed on ex- 
tended insurance. In other words, ex- 
tended insurance with us, as with most 
companies, was the automatic benefit 
given a policyholder who defaulted in 
the payment of any premium after the 
third. The insured, however, was 
given the right, without a new medical 
examination, to pay the back premiums 
with interest, at any time during such 
period of extended insurance. If he was 
unable to pay them all, he could pay the 
one or ones longest in default and 
thereby lengthen the term of extended 
insurance. For this privilege of restor- 
ing his policy to full force, or lengthen- 
ing the term of extended insurance, the 
company reserved the right to deduct, 
at death, the unpaid premiums with in- 
terest from date of default. 


Believed Same End 

Was Accomplished by Both 

Our provision, as you see, was prac- 
tically the same as the automatic 
premium loan provision of other compan- 
ies. We deducted the detaulted pre- 
mium in case of death, while they de- 
ducted the intangible loan which was 
made up of the premiums the policy- 
holder had not paid, but which the com- 
pany had from the surrender value of 
the policy. Both methods, in reality, 
accomplished one and the same thing. 
The payment of the premium longest in 
default under our plan operated to 
lengthen the term of extended insurance. 
The partial payment of the loan under 
their method also kept the policy in 
force for a longer time because by re- 
ducing the loan another annual; semi- 
annual or quarterly premium could be 
paid and the loan still be within the 
surrender value of the policy 

Our plan had this merit: The policy- 
holder, by consulting the table of ex- 
tended insurance, could determine at 
any time when his policy would ex- 
pire. If three annual premiums had 
been paid when he defaulted, on July 1, 
1924, he would know from this table that 
this policy would be continued for three 
years and 298 days longer. Any time 
within this period he could pay the 
fourth premium and _ interest which 
would keep his policy in force for six 
years and 137 days from July 1, 1925; 
or he could pay the four premiums in 
default, or the three or two, according 
to when payment was made, and restore 
the policy to full force. If he did not 
wish the company to deduct the default 
premiums in case of death, by a written 
notice to the company within 40 days 
after the first default, it would deduct 
none. On the other hand he could then 
only reinstate his policy after a medical 
examination, 
Found Experience Was 

Satisfactory Under Plan 


To recapitulate: In reinstating with- 
out a medical, defaulted premiums and 
interest were deducted at death from the 
face of the policy. In reinstating with a 
medical, no detaulted premiums were 
deducted. These provisions in our 
policies were unique, and so far as | 
know no other company ever had or 
now has anything like them. 

When we first put them in our pol- 
icies, many insurance men _ predicted 
that we would soon have a decidedly 
adverse selection of risks on our books. 
This prediction, like so many others, as 
to the dire effect the liberalizing of pol- 
icies would have, failed to materialize 
The fact remains that there is very little 
adverse selection against a company by 
its existing policyholders. There is 
greater danger, in my judgment, of such 
adverse selection among applicants for 
policies, than from policyholders. 
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Advantage of Being in F 


Y the decision of the United 
B States Supreme Court in the case 
of Terral v. Burke Construction 
Company (257 U. S. 529, 66 L. Ed. 352) 
in February, 1922, the right of insur- 
ance companies to remove their cases 
to the federal court where the requisite 
amount and diversity of citizenship ex- 
ist, has been finally, and, apparently 
conclusively established and the insur- 
ance department may not cancel the 
license of a company for so removing a 
case, any express provision in the state 
statute to the contrary notwithstanding. 
The prevailing opinion has been that 
while this right has now become firmly 
established, nevertheless, as a matter of 
policy, it would be unwise for the com- 
panies to exercise this right indiscrimi- 
nately and in all cases where it can be 
exercised. There are, however, un- 
doubted cases of proper and conservative 
exercise of this right as where the 
amount involved is large or where the 
fraud committed upon the company is 
gross and the state decisions are partic- 
ularly unfavorable to the company. 


Power of the Agent 
to Bind the Company 


It would seem a necessary deduction 
from the policy and application that the 
provision in the application for a policy 
of insurance limiting the authority of 
the agent is valid and binding. We all 
know, however, that in actual practice, 
most of the state courts entirely ignore 
this limitation of authority in the appli- 
cation and proceed to determine the 
rights of the parties the same as though 
no such limitation was in the applica- 
tion. 

Turning to the decisions of the federal 
courts, we find that since the decision 
of the case of Northern Assurance Co. v. 
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Grand View Building Association (183 
U.S. 308, 46 L. Ed. 213) in 1902, by the 
U. S. Supreme Court, this limitation on 
the authority of the agent in the appli- 
cation and in the policy has been uni- 
formly respected and enforced by the 
federal court. In that case, a similar 
provision was embodied in a policy of 
fire insurance, and it was held that the 
knowledge of the agent of the existence 
of other insurance, in violation of the 
terms of the policy, was not notice to 
the company or binding upon the com- 
pany, and this because of the reserva- 
tion in the policy of the authority of the 
agent to waive its provisions. This case 
originated in the State of Nebraska. 
Same Question Came 

Up Again in Nebraska 

One year later the same question 


came before the supreme court of Ne- 
braska in the case of German Insurance 


Co. v. Shader, (68 Nebr. 4, 93 N. W. 
973, 60 L. R. A. 918), and the Grand 
View Building case, decided the year 


before, by the U. S. Supreme Court was 
urged upon the attention of the supreme 
court of Nebraska as authority in sup- 
port of the validity of the provision in 
the policy, restricting the power of the 
agent. The supreme court of Nebraska 
said: 

“The recent decision of the Supreme 
Court of the United States in Northern 
Assurance Co. v. Grand View Building 
Asseciation is chiefly relied upon in this 
connection and this case has been urged 
upon our attention so persistently of late 
that it seems proper to state the reasons 


moving us to adhere to the course o! 
decisions long established in this juris- 
diction, nothwithstanding the great au- 
thority of the tribunal which has adopted 
a different doctrine.” (60 L. R. A. 920). 

The supreme court of Nebraska then 
goes on to cite cases from 27 states, 
holding a contrary doctrine. 

The impelling motive for the ruling 
seems to be set forth in the following 
excerpt from the opinion: 

“Excessive zeal to procure business 
leads agents who are paid by commis- 
sions to do things in the stress of com- 
petition which their employers are not 
entirely willing to sanction; and the pro- 
visions inserted in policies with which 
courts have had to deal in the past have 
been designed, manifestly, quite as much 
to avoid responsibility on the part of 
the company for acts of its agents as to 
prevent imposition on the part of those 
whom the company insured.” (60 L. R. 
A. 921). 


Case Where Adjustment 
Has Been Reopened 


Rights of the company where one set- 
tlement has been made with the bene- 
ficiary for less than face of the policy, 
because of claimed defenses and a suit 
is brought on the policy for the balance, 
claiming that the settlement was _ pro- 
cured by fraud. This question is not dis- 
tinctively a question of insurance law, 
but it arises so frequently in insurance 
practice and there being such a vital and 
fundamental difference between the 
rules in the state and the federal courts 
to the rights of the parties, it is 
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ederal Court 


deemed to be within the legitimate scope 
of this paper. 

Under the decisions the majority, 
though not all of the state courts, 
beneficiary having once made a settle- 
ment and received a sum of money less 
than the full amount of the policy as 
consideration for a release in full, may 


nevertheless, sue at law on the policy 
for the balance of the face thereoi 
and recover, provided the beneficiar) 


can prove that the release was obtaines 
by some sort of fraud or _ circum- 
vention, which question of fraud and cir- 
cumvention becomes a question of fact 
for the jury, all of which can be done 
under the rule which prevails in most 
state courts, without returning or offer- 
ing to return the money received from 
the company at the time of the settle- 
ment. 


Federal Courts Have 
Followed Different Course 


In the federal courts, however, this 
cannot be done for two reasons: 

1. The money paid upon the settle- 
ment must be returned or tendered back 
before any case at law or in equity car 
be commenced against the company upo1 
the policy. This question does not 
seem to have been dire ctly decided by 
the U. S. Supreme Court. It has been 
decided by so many of the federal courts 
that it may be regarded well-estab- 
lished. 

». The release must be set aside b) 
a decree of court before recovery can be 
had, and this cannot be dore in the 
federal court in an action at law. 

Prior to the enactment in 1916 of the 
amendment to the federal judicial code. 
now known as Section 274b, a release 
obtained by fraud and undue influence 
was conclusive in the federal court until 
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sect aside in a separate and distinct equit 
le proceeding. This statement, oi 
urse, is subject to the limitation tl 
the signature was obtained by fraud 
r for example by the substitution o1 
pers, of course, the instrument is void 
the federal court, the same as in other 
urts, but where the party signing the 
elease knew what he was executing 
ut there was fraud in the consideratio: 
inducement to the execution, it could 
nly be set aside in a separate equitablk 
roceeding. 


Since, however, the enactment in 1916 

Section 274b of the federal judicial 

de, the validity of a release may h« 
ttacked in the same action in which the 
suit is brought upon the policy, but th 
release being set up and its validit 
eing attacked, the case is immediately 
converted into an equity case and shoul 
be transferred to the equity docket 
tried by the court as an equit st 
vithout a jury. 


Liability Where Assured 
Is Killed by Beneficiary 


It 1s, of course, everywhere uniform! 
recognized by both the state and the 
federal courts that where the benet« 
murders the insured, the beneficiary cai 
not recover. But may the legal rep 
sentatives of the murdered insured rx 
cover on the policy? This is the point 
upon which there is a sharp conflict 
opinion between the state &nd feck 
courts, it being uniformly held by the 
state courts that the estate of the insure 
may recover on the policy where 1! 
heneficiary murders the insured 

Unless and until there shall be ted 
eral decisions contrary to the ruling i 
the Spicer v. N. Y. Life (268 Fed. 30% 
U. S. Cir. Ct. of Ap.) case, it may lhe 
issumed that the rule is pretty well es 
tablished in the federal courts that ther« 
can be no recovery by the representa 
tives of the estate of the insured, where 
the beneficiary has murdered the insured 
This is in direct conflict with the rul- 
ng in all of the state courts where th 
juestion has arisen 





Retention of Policy as 
Ratification of Statements 


Retention of the policy as ratiticatio 
xy the insured of all statements in the 
copy ot the application attached and o1 
the contents of the policy The case 
ot New York Life v. Fletcher, 117 | > 
519, 29 L. Ed. 934, decided by the U. S 
Supreme Court in 1886, is a typical case, 
ot which there are hundreds in the 
hooks, where it was claimed that the in 
sured made truthful answers to the agent 
at the time of the making out of th« 
application, but the agent did not re 
cord the answers as given by the in 
sured, and, thereby, the applicant, b 
his application, represented to the com- 
pany that he was in good health, 
whereas, as a matter of tact, he was 
then afflicted with a mortal disease. 
The company set up the breach of war- 
ranty as a defense. Witnesses were per- 
mitted to testify that they heard the in- 
sured make truthful answers to the 
agent Among other things, a witness 
testified that he heard the insured say 
to the -~ent: 

“Your company ought not to insur¢ 
me. You know I have been afflicted 
with kidney disease”, 
and that the agent answered: 

“Just give me your application and | 
will see if I can get it through.” (20 L. 
Ed. 934, 937). 

The witness also testified that he did 
not think the paper was read over to the 
insured. 

A copy of the application was at- 
tached to the policy. The policy was 
dated Dec. 22, 1877 The insured died 
Sept. 24, 1880. During this time and 
subsequent to the delivery of the policy, 
the insured retained the policy in his 
possession without reading it or the 
copy of the application thereto attached. 


Doctrine of Caveat Emptor 
Applied to Life Insurance 


The U. S. Supreme Court first applies 
the doctrine of caveat emptor to the 
purchase of a policy of life insurance, as 
tollows: 
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it was his duty to read the applica 
tion he signed He knew that upon it 
the policy would be issued, if issued at 
all It would introduce great uncer- 


tainty in all business transactions, if 
a party making written proposals for 

contract, with representations to in- 
duce its execution, should be allowed to 
show, after it had been obtained, that 
he did not know the contents of his 
proposals, and to enforce it, notwith- 
standing their falsity as to matters es- 
sential vo its obligation and validity. 


Contracts could not be made or business 
fairly conducted, if such a rule should 
prevail; and there is no reason why it 


should be applied merely to contracts 
of insurance There is nothing in their 
nature which distinguishes them in this 
particular from others gut here the 
right is asserted to prove not only that 
the assured did not make the state- 
ents contained in his answers, but that 

never read the application, and to 

ver upon a contract obtained by rep- 
esentations admitted to be false just 
is though they were true If he had 
read even the printed lines of his appli 
ation, he would have seen that it stipu- 
uted that the rights of the company 
ould in no respect be affected by his 


verbal statements or those of its agents 
unless the Same were reduced to writ 

x and. forwarded with his application 
to ft home office The company, like 
iny other principa could limit the au- 


thority of its agents, and thus bind all 
parties dealing with them with knowl- 


edge of the limitation It must be pre 
sumed that he read the application, and 
was cognizant of the limitations therein 
express (29 L. Ed. 934, 938) 


Retention of the Policy 
With Application Attached 


Che passing on to the specific ques 
tion ot the retention of the poli vy witl 
a copy of the application attached, the 
court ss . 

There is another iew f this case 
equally fatal to a recovery assuming 
that the answers of the assured wer 


falsified, as alleged, the fact would be 


at once disclosed by the copy of the 
application, annexed to the policy, to 
which his attention was called He 
would have discovered = by inspectior 
that a fraud had been perpetrated not 


only upon himself but upon the com- 
pany, and it would have been his duty 
to make the fact known to the company 
He could not hold the policy without 
approving the action of the agents and 
thus hecoming a participant in the fraud 


committed The retent f the policy 
was an approval of the application and 
of its statements The consequences of 
that approval cannot after his death be 
avoided 


“The cout charged the ury that if 
the assured had discovered the fraud 
before the policy was delivered and the 
first premium paid, it would have been 
his duty to decline to go any further 
with the transaction; but if he did not 
discover the fraud until after such de- 
livery and payment, he was not called 
upon to take any steps for the cancella- 
tion of the contract In other words, 
the jury were told that the assured 
might take to himself the benefit of the 
fraud without responsibility for it if 
he did not discover it until after it was 
consummated; a doctrine without au- 
thority and wholly indefensible No one 
ean claim the benefit of an executory 
contract fraudulently obtained, after the 
discovery of the fraud, without approv- 
ing and sanctioning it.” (29 L. Ed. 934, 
939 and $40.) 


Difference Between the 
State and Federal Courts 


The illustrations of conflict oi 1 
betv een the federal and state courts, we 
think, illustrate and justity the tollow- 
ing generalization: 

There are, of course, exceptions, but, 
in the main, the federal courts treat pol 
ices of insurance the same as other con 
tracts, applying to them the fundamental 
princip'es of the law of contract and th 
law of agency, whereas, in the main, 
the state courts, regard contracts of in 
surance as being so far sul generis as 
to warrant a derarture from the logica 
application of the fundamental princi 
ples of the law of contract and the law 
of agency to them. 

This fundamental difference between 
the attitude of the state and federal 
courts makes it, of course, desirable to 
be in the federal court when defending 
rather than the state court. 
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Fraud in the Reinstatement Is a Bar 


FTER | agreed to submit a paper, 
A the subject hereof was proposed 
to me. As one could not be ex- 
pected on this occasion to deal with the 
broad field germane to the title, I con- 
strued the suggestion in a more limited 
scope, as involving only certain ques- 
tions which executives are most fre- 
quently required to consider in connec- 
tion with reinstatements of policies. 
I assume the law of reinstatements is 
relatively clear and the controversies 
respecting them correspondingly few 
save in cases where either the policy or 
a statute applicable carries (a) an in- 
contestable clause, (b) a reinstatement 
clause, (c) where a statute voids the de- 
fense of untruthful matter contained in 
an application unless a copy of it be at- 
tached to the policy. 


Standard Provisions that 
Apply to Reinstatements 


As a development or evolution of 
statutory regulation, we have effective 
in many states what are known as the 
statutory standard provisions. And | 
apprehend that elsewhere provisions 
quite similar are voluntarily inserted 
trom satisfying and commendable mo 
tives of policy. 

While the statutory provisions are not 
literally alike, | understand they are, in 
the respects here considered, substan 
tially so. Those contained in the Ten- 
nessee Act of 1907 (Ch. 457) are typical. 


namely, that the policy must contain 
provisions- 
(1) That it “shall be incontestabl 


By WHITE 


isfactory to the company and payment 
of arrears,” etc. 

(3) That “all statements made by the 
insured shall, in the absence of fraud, 
be deemed representations and not war- 
ranties, and that no such statement shall 
avoid the policy unless it is contained 
in a written application, and a copy of 
such application shall be endorsed upon 
or attached to the policy when issued.” 


B. MILLER 


of law in judging of the risk involved 
in reinstatements. 

I. Should inducing fraud be avail- 
able as a defense? 

I am conscious that scholarly papers 
maintaining variant views on this sub- 
ject have been submitted before this 
section or the Association of Life In- 
surance Counsel. Likewise lively discus- 
sions evoked by those excellent papers. 


Late decisions on the effect of fraud in reinstatements were studied by 
White B. Miller, general counsel of the Volunteer State Life, in his paper 
before the legal section on “Reinstatements.” It has been assumed that the 
courts were inclining to the application of the original incontestable clause 
to reinstatement after the expiratiog of the incontestable period. Mr. White 


finds, however, t 


fhat if the cases are classified according to the type of 


clause under consideration, this tendency is not so apparent. He holds it 
clear, under accepted rules of interpretation, that fraud in the reinstatement 
is not protected by the original incontestable clause, and cites late cases to 
show that the courts are applying reasonable and fair rules against fraud 


in such cases. 


In the light of such provisions in- 
serted pursuant to statute or voluntar 
ily, I discuss. 


First: Whether, where the incontest- 
able period measured from the date o! 
issue has expired prior to reinstatement, 
the insurer should be precluded as mat- 
ter of law from setting up fraud induc- 
reinstatement, 
not, 


iy 


Second lf whether the applica- 


which went into an analysis of the cases 
up to 1921. On those occasions, it was 
suggested that the decisions were in 
some contusion, and that clarifying leg 


islation would prove salutary unless 
upon remstatement msurers were con 
tent to measure the period of contest 


trom the tissue date. 
So tar as I am advised, little or none 
ot the legislation proposed has been ac- 


I am told fully 10 percent of ail policies 
today in force have been reinstated at 
some time. The future percentage will 
probably not decrease. 

It has been frequently assumed the 
question now at issue turned on whether 
reinstatement constituted a new con- 
tract or was a revivor of an old one, 
the contestable period whereof had con 
ventionally expired. In_ several rein 
statement controversies the courts have 
so reasoned. But | mark that many, 
probably most, of the cases cited 
support of the conclusions reached by 
the courts were unrelated to provisions 
now being considered. That is, cases 
often cited involved reinstatement 
policies containing no reinstatement 
clause and where no statute was apt 
Such was the Galbraith case (115 Tenn 


" 


ot 


471; 91 S. W., 204) sometimes referred 
to as a landmark of the new contract 
theory. 
New Standpoint for 

Grouping of Cases 

While it is somewhat aside, I an 
inclined to agree with the admirabk 


summing up in a paper (by Allan F 
BroSmith, entitled “What is Satisfac 
tory Evidence of Insurability under an 
\pplication to Reinstate a Life Insut 
ance Contract?”) on another feature of 
reinstatement, read betore Life Insu 
ance Counsel, St. Louis, 1922, that— 
“Obviously if a contract makes no pro- 
reinstatement, the consent on 


Vision tor 
the part of the company to revitaliz 
the contract constitutes a new agres 


ment, and in such cases the company 


after two years trom its date, except for ‘ : . . an 

nonpayment of premiums,” etc. tion for reinstatement must be attached complished. Indeed, perhaps nothing will be justified in imposing such con 
2) That “in event of default in pre to the policy to avail the insurer of de- of consequence has been undertaken. ditions as are not offensive to public 

nium payments *it may be rein- fensive matter contained in the former. Thus the insurers are presumably to policy.” 

stated within three vears from such de- Third: What discretion, if any, abide the standard provisions involved l suspect if the cases be grouped fro 

fault upon evidence of insurability sat should be accorded the insurer as matter unaided by legislation, notwithstanding that viewpeint, from which there will 
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Have You Ever Lost A Case 
—In Competition 


Of course you have and while it is true that the 
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Contracts 

Year in Force 
1909 1,571 
1910 7,975 
1911 14,449 
1912 18,030 
1914 31,487 
1916 55,490 
1917 68,453 
1918 74,296 

| 1919 97,147 
1920 122,746 
|; 1921 150,082 
1922 165,788 
1923 174,977 


paid during 1923. 
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Income —- 
$ 9,248.00 $ 5,683.00 
54,142.00 18,744.00 
133,515.00 26,210.00 
181,062.00 36,208.00 
317,348.00 86,189.00 
588,732.92 227,969.00 
758,923.85 365,736.81 
848,561.80 485,286.44 
1,273,980.95 654,673.66 
1,952,735.52 1,115,893.81 
2,374,671.38 1,499,846.33 
2,891,894.11 1,722,207.46 
3,337,492.14 2,119,695.57 
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Witws 


October 17, 1924 


probably be no dissent, much of the 
haze engendered by prior judicial utter- 
inces will disappear. 


Company Not Without 
Defense Against Fraud 


But I submit the test of new or old 
contracts is not an accurate one for 
application to the questions in hand. 
In short, let us momentarily assume no 
new consideration passing, the old con- 
tract reinstated after its conventional 
period of contest has expired, and disre- 
gard any new contract theory—always 
mindful that reinstatement was induced 
by actual fraud of the applicant. Is 
the insurer thus imposed on, deceived 
and defrauded by conscious, positive 
conduct of the applicant remediless un- 
der the standard provisions as matter of 
law? With all reference to able spe- 
cialists and some eminent jurists an- 
nouncing an opposite view, I think not. 


Selecting Rule of 
Interpretation of Contract 


he crucial inquiry under legal prin- 
ciples governing is to ascertain the in- 
tention of the contracting parties in the 
light of the circumstances. To ascertain 
the intent, what rule of interpretation 
should apply? A strict one 1avoring the 
issured on the theory that the policy 
was prepared by the insurer? Or a fair 
and natural one, since the phraseology 
was legislatively ordained, of which the 
partics are alike held to presumptive 
snowledge ? 

Che latter seems in accord with rea 
son, and hence the correct rule, despits 
t has been of slow growth among text 

riters and courts \ historical ref- 
erence to standard provisions in fire 
policies and the rule applicable thereto 


seems here justified, as will later on 
pear 
(Mr. Miller then gave a historical stud 
f texts and decisions in support of his 
itement,) 


No Intent to Shield 
Those Engaged in Fraud 


By this rule of reason, we learn the 

islative intent in the enactment o 

e concurrent incontestable and _ rein- 
tatement provisions. Can it be fairly 
supposed the legislature intended the 
ormer should become an immediate and 
ever-enduring shield for those whose 
deliberate fraud might induce the latter? 
Whether the reinstated contract he 

wed as a new or an old one, to ob- 

n it the applicant is burdened 
t statute with proof of insurability 
Which presupposes his conscious, posi 
tive conduct as an essential—generally 
neluding his own deliberate written 
statement. I dare say a case of induc 

g fraud is rare indeed except by the 
ipplicant’s design. 

\s to the familiar cases that might 
scem opposed to the views herein taken, 
some of these involved voluntary in- 
contestable provisions, which the courts 
held resulted in ambiguity, and applied 
he harsh rule. 

I do not find that the courts in any 
of these cases considered whether in 
standard provisions policies the strict 
rule should apply. In few, if any, of 
them could the point have been made, 
due to advanced age of the policies. 
Applied Rule of Fair 

Interpretation 

\mong the decisions impliedly in- 

ilging the rule of fair and natural in- 
terpretation to reinstatement of poli- 
cies carrying voluntary incontestable 
rovisions, are the cases of McCormack 
(220 N. Y., 447) 1917, and Rosenberry 
(Texas Com. of App., 213 S. W., 242) 
1 1919. In both, the incontestable pro- 
vision was substantially like the statu- 
tory provision, and the courts held in- 
icing fraud would void reinstatement 

ter the conventional! contest period had 
expired, True, the reinstatements were 
ith voluntary, but they were unquali- 
ed, and I cannot conceive that rein- 
tatement pursuant to statute should 
more strictly construed against the 
surer than in contractual cases. If 
his conclusion be incorrect, it might 
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SS SS Ss -— SSS] follow that these two cases should be original company suffer greater dimin- 
= _ here disregarded. ution under a death claim reinsured o: 
On the whole, I think the statutory the net sum at risk basis than when th: 
incontestable and reinstatement provis- risk is coinsured. This question may 
||| ions may consistently stand together be of some importance in the case of ay 
i working no ambiguity if fairly inter- unusually large policy which has bee: 
7 | preted. Consequently inducing fraud in force a number of years. 
VU || is a defense against reinstatement, since It has sometimes been said that as 
rogressi e the incontestable clause was never in- far as coinsurance is concerned a com- 
. tended *- apply thereto. pany will suffer practically no loss i: 
A pertinent inquiry is the period of respect of business given off. In other 
contest in such cases. It may be words, if by coinsurance it Can issue sa 
an plausibly argued that under the declared $23,000,000 against $20,000,000 carrie 
|| legislative policy and by close analogy without coinsurance, the extra $3,000,000 
||| the new period is impliedly the same as _ will entail no financial loss, the argu 
ros ero Ss -— the old. With equal plausibility it may ment being that the commissions an: 
Pp u | be urged that, in the absence of ex- other direct expenses on the business 
‘||| press legislation, the period is as if no the socalled fixed charges are not ir 
i) incontestable clause were in the policy. creased. Against this view it may be 
iii] The question is a nice one, upon which said there is some increase in expens 
4 ||| the courts may divide, and I believe in writing a larger business which it i 
that applies to the | clarifying uniform legislation on this practically impossible to charge against 
HHT] feature would prove salutary. the coinsurance premiums and that a: 
Another pertinent inquiry is, what of exact accounting would probably show 
- " mS . } policies containing similar provisions, a decided if not a serious loss on tl 
W N t ] L f i voluntarily inserted, that is written in additional business written. There 
1sconsin a 10na | e HH states which do not prescribe either or also, of course, the expense of the con 
* Hl both the incontestable and reinstate- pany’s reinsurance department, whic! 
Hi ment provisions? Shall the old rule ts not a negligible item. Against an 
hnsurance ompany Hit based on the insurer’s ambiguous lan- loss must be set the increased servic: 
\|||| guage anply to them? to agents and policyholders and the 
- i HH Assuredly not to those in recent years. good will arising therefrom. 
Oshkosh, Wisconsin HI Insurers have been obliged to insert _ Just so much, if any, as reinsuran 
1} such provisions in many of the states. 15 more profitable to the original con 
li To standardize their business by volun- pany than coinsurance to that exter 
HH tarily writing similar policies in other will a coinsurance loss be offset o: 
iI states seems commendable. turned into a profit by the employment 
° ° ° of the reinsurance method 
That applies to its policy holders and | ee 
° — ° ° EXPLAINS REINSURANCE Excess Interest to Original Company b) 
their beneficiaries to whom it has paid AND COINSURANCE Reinsurance on Net Sum at Risk pla: 
meee oe on the Rte plan 
me CONTINUED FROM Ori olicy $20, : 
a million and a half dollars. Baer: Leer renee ee Rmount. Reinsured "$10,000 
|| more desirable. There is a considerable Original Plan—Ordinary Life 
\||||| variation in the interest rates earned by “ae at — 10 : 4) 
. . . i} different companies, as also in the prem- ‘ Initial Assumed 
That applies to its agency force which HHI ium rates charged. A company ma} Reserv: Net 2 
: ff; : hs h d . . \||||| issue policies at minimum rates and yet on yo Sos 2 
is an efficient high grade organization. ||| allow fairly high commissions, trusting y.,. "OTe? Goi (3) tnsured “G3 
HH to recompense itself in time with per 1 $ 94.60 $ 1.89 §$ 47.30 $ 0.9 
Ht sistent renewals and low mortality. In 2 243.60 $3 95 +. 8 
> : \||||| such case, coinsurance of its excess risks { ++ x. 9877 4 
That applies to its stockholders who | might be clearly indicated. Again, on 5 718.1 1436 + 88 1 
ame : ||| participating business a company may 4 885.50 17.71 99.12 1.98 
are receiving reasonable earnings on | well prefer that its dividends be exactly / ne te RR 
cae ||| guaranteed, whatever scale be adopted , 1414.70 38°99 ©6=«104.42 209 
their investment. ||| from year to year. Also in the case of 1 1,599.60 31.99 107.12 2 
|| a group or pool of companies mutually wee Pepe $18 
, Hl exchanging business which about strikes ae y+ 
That applies to the growth of the com- || an even balance, coinsurance may on 
hi h h b d d h | h i! the whole appear to be the better plan Gein for Je yrs 
anv whic as been stea an ealthy. | It is evident that under either plan Oe meee as on 
pany y y ||| the net risk is the same, When a claim caterest .....91 
||} arises the coinsurance pays the face - 
° . ° ° ° || amount to the original company while 1 » 
That applies to the territory in which it | the reinsurance pays that amount less _ 7 al’ Attendance Is 87 . 
. ° e . ° i; the reserve, the latter amount having Secretary Blackburn reported if 
operates, Wisconsin, Illinois, Indiana, lll been retained in the funds of the or- Convention companies represented, 15 
. . . | iginal company. The net death strain visiting companies, 20 newspaper men, 
Michigan and Minnesota. \l|| is therefore the same. It should be 67 ladies and seven miscellaneous in 
| noted, however, that the funds of the terests, making a total 287. 
Hi 
Assets well over $3,000,000.00. Hi 
1H] 
Insurance in force well over $27,000,- HH S S 
’ i LIFE INSURANCE COMPANY 
Correspondence regarding agency i} 
. . . ° | 
openings is invited. | MUNCIE, INDIANA 
| 
1 
WISCONSIN NATIONAL i 
| " 
LIFE INSURANCE CO. || aes atin dimen ied 
e H) 
i} J * . 
Ht Operates in Indiana and Ohio 
OSHKOSH, WIS. | 
’ | Wanted: A few general agents in each State 
General C. R. Boardman, President | 
| Service to policyholders unsurpassed 
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VALUE OF LEGAL SERVICE 
ON A STATUTORY AGENT 


(CONTINUED FROM PAGE 22) 


valid service deprives it of its prop- 
erty without due process of law, in con- 
ravention of the fourteenth amendment 
to the federal constitution, the question 
hether or not the statutory agent of a 
reign licensed corporation is author- 
ed to accept service of process for and 
n behalf of the defendant in such an 
.ction is always, in my opinion, one for 
the determination of the supreme court 
§ the United States on appeal thereto 
roperly prosecuted (Pennoyer v. Neff, 
5 U. S. 714). I will, therefore, confine 
nyself to a consideration of the decis- 
ons of that court on this subject. (Many 
uses were discussed by Mr. Jones). 


Power of Agent Is 
Given By the Statute 


It was a mistake, therefore, in my 
udgment for the federal supreme court 
‘o say in the Gold Issue case (Penn. 
Fire v. Gold Issue Mining Co. 243 U. S. 
3 L. Ed. 610), that the law, the state 
statute, created or established this 
gency. 

And in all of the cases decided by the 
federal supreme court, other than the 
Gold Issue Mining case, involving the 
uestion of the authority of the statutor; 
gent of a foreign company, the court 
assumed, if indeed it did not in effect 
1old, that the authority and power of 
such an agent was derived solely from 
the power of attorney given by the com- 
any in conformity with the state stat- 
ute. Thus in the Hunter case (Hunter 

Mutual Reserve Life 218 U. S. 573), 

the insurance commissioner as the 
statutory agent of the company had ac- 
juired his authority to accept service on 
the company’s behalf from the statute 
and not from the power of attorney 
given in pursuance of the requirements 

f the statute, then as the statute pro- 
ided that the authority of the insurance 
commissioner to accept service of pro- 
ess on the company’s behalf should be 
rrevocable, the company could not have 
revoked that authority even with respect 
to actions arising out of business trans- 
acted by the company in other states 


Source of Authority 
of the Commissioner 


The court in that case held, however, 
that the authority of the insurance com- 
missioner was subject to revocation by 
the company and had been revoked with 
respect to foreign causes of actions be- 
ause, as the court says, “a principal has 
the right to revoke a power of attorney 
t any time.” This shows that the court 
onsidered the power of attorney as the 
source from which the insurance com- 
missioner derived his authority to accept 
service on the defendant's behalf 


Construction of Power of 

Attorney Given by Company 

It seems to me, therefore, that the 
uestion of the validity of service upon 
the insurance commissioner as the stat- 
tory agent of a foreign licensed insur- 
nce company in these “tramp” actions 
1as to do solely with a construction of 
the power of attorney given by the com- 
iny to such official to accept service of 
rocess on its behalf. This being true 
then the question whether that instru- 
vent includes or excludes the power 
nd authority to accept service on the 
ymmpany’s behalf in foreign as well as 
lomestic actions, is one which the fed- 
eral supreme court is free to determine 
or itself, and should have been deter- 
nined by it in the Gold Issue Mining 
case, as it is well settled that as to gen 
eral questions of law, including the in- 
terpretation of contracts, the federal 
ourts exercise their own independent 
udgment without reference to the de- 
isions of the state courts (Aetna Life 

Moore, 231 U. S. 543; Manhattan 
ife I. Co. v. Broughton, 109 U. S. 121) 
How the State Courts 

Have Held on Issue 

I have not, as heretofore stated, un- 


jertaken to consider the authorities at 
large on this question, because it is one 


in its last analysis, for the determina- 
tion of the supreme court of the United 
States. The majority of the state 
courts have held, however, that the au- 
thority of the statutory agent of the 
foreign company extends .to the accept- 
ance of process on the company’s behalf 
in actions brought by foreign plaintiffs 
on causes of actions arising out of busi- 
ness transacted by the company in for 
eign states. 

Whatever may be the final ruling 
of the federal supreme court on this 
question, both reason and justice would 
seem to require that if a poaching com 
pany (one doing business in a state in 
violation of its laws) may only be sued 
on domestic transactions (as was held 
by the federal supreme court in the M« 
Donough and Simon cases, (Old Wayne 
Life v. McDonough 254 U. S. 22 and 
Simon v. Southern R.°R. 236 U. S. 125), 


then a like limitation should exist with 
respect to companies which decline to 
poach and comply with the laws. Oth- 
erwise additional burdens and penalties 
are imposed upon the company comply- 
ing with the law, and the lawbreaker 
is favored by the lawmaker 


Luncheon for Attorneys 
Held at the Louisiane 


The members of the Legal Section 
were entertained at luncheon at the 
Louisiane Monday. E. J. McGivney of 
the Pan American Life was in charge 
and presided. The speakers were Chief 
Justice Charles O'Neil of the Louisiana 
Supreme Court, Judge Rufus E. Foster 
of the United States District Court, 


Job E. Hedges of the Life Presidents 
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Association and E. M. Grossman, gen- 
eral counsel of the Central States Life. 
Judge Foster said that the life com- 
panies engaged in comparatively little 
litigation but there was a big oppor- 
tunity to do so. The luncheon was 
given by the Pan American Life. 


BroSmith a Busy Man 


William BroSmith, vice-president of 
the Travelers, who was on the program 
for one of the set addresses, has been a 
busy man of late. He was president of 
the International Association of Casu- 
alty & Surety Underwriters and had 
charge of its recent convention at White 
Sulphur Springs. He attended the Trav- 
elers own convention at Quebec. Mr. 
BroSmith did not arrive home from his 
European trip until the second week in 
September and found a strenuous life in 


store for him. 
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Life Insurance Decisions of the Year 


NDER the Revenue Act of 1917 
| the question has arisen, and is still 

not finally determined, whether 
under that portion of the law’ which 
levied a tax on excess profits based upon 
net income as compared with invested 
capital, the reserves of life insurance 
companies should be considered as in- 


vested capital. 

A test case was brought by the Mu- 
tual Benefit Life in the United States 
district. court for the district of New 
Jersey and was decided Feb. 19 last in 
favor of the company’s contention. 295 
Fed. 881. The government's conten- 
tion has been that the legal reserve of 
a life insurance company is a trust fund, 
held for the benefit of the policyholders 
—a liability and mot an asset. Some dit 
ficulty also arises out of the general 
phraseology of the law, there being no 
specific provision with relation to life 
insurance companies. Also from the 
fact that the law provided that in deter- 
mining the amount of the regular income 
tax, net additions to be made within the 
year to reserve funds are deducted from 
gross income. 


Distinguishes Between 
Stock and Mutual Companies 


The New Jersey court holds that that 
portion of the reserves, other than cur- 
rent additions, comes within the phrase- 
ology of the law, “paid in or earned sur- 
plus and undivided profits used or em- 
ployed in the business, exclusive of 
undivided — earned during the tax- 
able year.” This case involves a mutual 
company. On the whole, the reasoning 
employed would be applicable to a stock 
company However, reference is made 
to the fact that the profits of a mutual 


By WILLIAM ROSS KING 


brought by the Reserve Loan Life, a 
stock company, and this action is now 
pending in the United States district 


court for the district of Indiana. 

The contention of counsel for the Re- 
serve Loan Life is that the reserves of 
stock companies are accumulated from 
the same sources, for the same purposes 
and in accordance with the same mor- 
tality tables as mutual companies; that 
the entire premiums when paid become 
the property of the company to the same 
extent do the contributions of the 


as 


of their capital and surplus in making 
their returns and the propriety of this 
has not been disputed by the govern- 
ment. The government contends that 
the service performed in level premium 
life insurance is both protection and in- 
vestment and that the legal reserve is 
merely a deferred liability and is not 
therefore, “invested capital.” If life in- 
surance companies are to be subjected 
to the tax under the general category of 
corporations including “insurance com- 
panies” there would seem to be 


William Ross King is editor of the Legal Bulletin of the American Life 
Convention and an attorney who has made life insurance litigation the 


subject of much study. His annual 


review of life insurance decisions of! 


the year has become an institution with the annual meeting of the Amer- 
ican Life Convention and is always welcomed by those interested in the; 
legal side of the business. Mr. King gives a birdseye view of the year’s 


events in the relationship of life insurance and the courts. 


While not taking 


up each and every case brought to a conclusion in the courts of the country, 
he selects the cases that have a vital influence on the business. 


stockholders, or the earnings of the com- 
pany from investments. Except for the 
mere circumstance that these securities 
are required to be deposited in the vaults 
of the state treasurer in place of the pri- 
vate vaults of the companv they are in 
all respects the property of the company, 
and therefore, part of its “invested cap- 
ital.” Neither the reserve itself, except 
net additions for the current year, nor 
the income from the reserve, escape tax- 
ation as the property of the company. 
The Reserve Loan case has been sub- 














insurance company are devoted to re- mitted and an opinion expected shortly. 
ducing the cost of insurance. Accord- Fire, marine and casualty companies 
ingly another similar action has been have all counted their reserves as part 
’ 
THE CHILD’S 20 PAYMENT LIFE 
OPTIONAL ENDOWMENT POLICY OF THE 
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justification for reading into the general 
terminology “invested capital” a special 
exception not adapted to the case of any 
other corporation—or indeed of any 
other class of insurance companies. 


Frick Case One 
of Most Important 


The case of Frick v. Lewellyn, collec- 
tor of internal revenue, 298 Fed. 803, 
decided June 17 last by the United 
States court for the western district oi 
Pennsylvania, holds the federal estate 
tax on the proceeds of life insurance 
unconstitutional. Although the act was 


passed in 1918 and its terms have been 


little 
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embodied in subsequent revenue laws 
this appears to be the first instance iy 
which the constitutionality of that pri 
vision of the law imposing a tax on in 


surance in excess ot $40,000 has been 
questioned. Paragraph (f) of sectio1 
402, title IV of the revenue act of 1918, 





WILLIAM ROSS KING, Omaha 
Editor, Legal Bulletin 

provides that in determining the amount 
of the gross estate subject to taxation 
there shall be included “the excess over 
$40,000 of the amount receivable by al! 
other beneficiaries (as distinguished fron 
executors) as insurance under policies 
taken out by the decedent upon his 
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life.” As the amount of the net 

tare determines the rate, the law im- 

ses a tax not only upon the excess 

$40,000 of insurance but the 

unt of insurance increases. the 

an int otf the tax on the rest ot the es 
TX as well. 


Chief Contention Is 
Over Form of Tax 


he principal contention of the gov- 
nment seems to hinge not so much 
pon the right to change beneticiary as 
aking the insurance part of the in- 
sured’s estate but upon the proposition 
hat the tax is an excise tax on the right 
transmit property at death, and that 
he inclusion of admittedly non-taxable 
property in the measure of the tax, does 
ot make the act unconstitutional. It 
the measure of the tax be reasonable, the 
government contends that that portion 
of a policy upon one’s life is a testa- 
mentary disposition. The Pennsylvania 
federal court, however, points out that 
the tax is upon the transfer of the net 
estate of the decedent, an excise on its 
passing as a result of death as distin- 
guished from a tax on the property it- 
self, and there is no transfer at death. 
The rights of the beneficiaries do not 
spring from the death of the insured, 
but from a contract of insurance. 
Counsel in the Frick case advise that 
the special attorney representing the 
United States government filed formal 
letters of appeal on Aug. 17 last 
Income Tax on Business 
Insurance Considered 
Another tax question, but one which 
as been finally disposed of during the 
current vear, is whether proceeds of lite 
insurance policies received by a corpor- 
ation are to be included in its gross in- 
come in determining its income tax. The 
supreme court of the United States in 
United States vs Supplee-Biddle Hard 
ware Company. 44 Supreme Court 546, 
decided May 26 last, held that such pro- 
ceeds were not part of the gross income 
ola corporation any more than of an in 
dividual. The difficulty arose out of the 
| hraseology in the act of 1918 which ex- 
cluded the “proceeds of life insurance 
policies paid upon the death of the in 
sured to individual beneficiaries or to the 
estate of the insured.” The Treasury 
Department held that this clause indi- 
cated an intention to exclude only poli- 
cies payable to individual beneficiaries, as 
distinguished from corporations. This 
phraseology, however, appeared in the 
portion of the law relating to a tax upon 
individuals and is included in the portion 
dealing with corporations by reterence 
only. 


1 


Held Payments 
Excluded in Any Form 


The Supreme Court held that the pur 
pose of the phraseology was to exclude 
lite insurance proceeds whether vrayable 
to individual beneficiaries or to the estate 

the insured. In other words, the pur 
pose in referring to proceeds pavable to 
ndividual beneficiaries was to exclude 
the proceeds whether payable to in 


dividual beneficiaries or to the estate 


¢ insured, and not to distinguish he 
tween individual beneficiaries ( ! 
te benehcmasries 


e revenue acts 1 102 ‘ 24 
1 


thre troublesome 
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of a table of death rates admittedly 
higher than that which n expects to ana 
actually does realize; it also adds a load- 
ing to meet unforeseen contingencies 
such as excessive death losses and un- 
usual investment conditions. Its poli- 
cies, issued upon the participating plan, 
provide that upon the payment of the 
second year’s premium and at the end 
of each subsequent policy year, insured 
shall be credited with a dividend to be 
apportioned by the directors and shall 
be paid in cash or applied in reduction 
of premiums. Each policy provides for 
an annual premium which in practice 
is reduced by the amount of the divi- 
dend. The supreme court of California 
holds that the term “gross premiums 
received” does not include dividends 
which are so deducted. 


Other Decisions Have 
Considered This Question 


On the other hand, the court of 
appeals of Georgia has recently held that 
under a statute taxing all “premiums” 
and “gross receipts” of insurance com- 
panies, the tax must be computed on the 
basis of the actual maximum rate of 
premium, which the policyholder, under 
his contract, is required to pay to the 
company and which obligation is dis- 
charged by the policyholder either by a 
payment in full to the companv or by a 
partial payment thereon supplemented 
by credits made by the company in the 
shape of a dividend. The Georgia law, 
however, contains not only the words 
“gross receipts” but also the words “all 
premiums in money or otherwise re- 
ceived”—New York Life vs. Wright. 

In these recent tax cases the revenue 
officers so far have failed in their con- 
tentions. The life insurance companies 
have been vindicated in resisting the im- 
position of the inheritance tax and in 
protesting and contesting taxes based 
on a strained construction of legislative 
enactments, in the case of the 
profits tax, the tax on insurance payable 
to corporate beneficiaries and the gross 
premium tax as applied to deducted div 
idends. 


excess 


GIVES SOME SUGGESTIONS 
ON OFFICE MANAGEMENT 


(CONTINUED FROM PAGE 20) 


ment requires data from one or all « 
the other departments which is not 
promptly furnished Suppose two de 
partments fail to cooperate. Any num 
ber of instances might he called to 
mind where difference of opinion, iner 
tia, lack of equipment or machinery tor 
exchange requires the attention of a 
supervising executive with power, lit 
erally, to dictate what shall be done 
and how 


Authority of the 
Military Type 


The authority of such a supervising 


executive should, | think, be of the mil 
itary type, unquestioned and always 
recognized, and sufficient to allocate re 
} 
rl 


sponsibility for e pertormancs ft anv 


necessary actior 
Need Some Answer to 
Questions on Authority 
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A Policy You Can Sell 


A $5000 Policy in The United Life 


and Accident Insurance Company 


PAYS 


$5,000, the face of the policy, in case of death from any 
cause. 


$10,000, or. DOUBLE the face of the policy, in case of 
death from any ACCIDENT. 


$15,000, or THREE TIMES the face of the policy, in 
case of death from certain SPECIFIED ACCI- 
DENTS. 


$50 PER WEEK, direct to the Insured, in case of total 
disability as a result of accidental injury, for a peri- 
od not to exceed 52 weeks; and after that $25 PER 
WEEK, throughout the period of disability. 


A Sound, Conservative 
New England Company 


UNITED LIFE AND ACCIDENT 
INSURANCE COMPANY 


Home Office, United Life Bldg., Concord, N. H. 














No man 
fully sell insurance un- 
less he has implicit 
faith in the policies he 
is selling and in the 
company that he is 
representing. Coupled 
with a fair amount of 
self-confidence, the re- 
sults will be satisfy 


Ing 


can success 





The San Jacinto Life 
| ; . > 
has always found this 
to be true 
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SAN JACINTO LIFE INS. CO. 


Beaumont, Texas 
H. M. HARGROVE, President 
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Strong as the 
Strongest 





The North American National Life 
issues total and partial disability, 
and also double indemnity. 


The protection and services that 
have been given to North American 
policyholders and agents every- 
where are characteristic of the 
company’s desire to foster public 
confidence in the North American 
agent. 


The company is growing steadily 
with an eye to solidity and stability. 
Every agency problem, whether 
it be large or small, receives thor- 
ough investigation and thoughtful 
consideration. The North Ameri- 
can National Life now operates tn 
Oklahoma, Iowa, Missouri, Kansas, 
Wyoming, Arkansas, North Dakota 
and Nebraska. 





North American 
National Life 
Insurance Company 


Strong as the Strongest 
OMAHA, NEBRASKA 


F. J. UEHLING, Pres 
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Viele end Tidaldlen of 
Trial Lawyer are Outlined 


By WALTER F. SEAY 
Counsel, Southland Life 


Y experience has been largely con- 
M fined to the trial of cases where 
beautiful theories are mangled, 
ruined and wrecked as a result of ther 
ignorance 
Hence, it 


with human nature, 


and many times prejudice. 
occurred to me that if I could draw the 
question of law 
or of fact pertaining to life insurance 
affects men who understand and who 
undertake to carry out the contracts of 
insurance, as intended, and how it af- 
fects the average judge or juror, it might 
serve some good purpose. 


Practice Does Not Always 
Follow Theory in Court 


Theoretically, the court room is gen- 
erally looked upon as a place where law 
is applied to facts without fear, or favor, 
presided over by a judge of learning who 
understands the legal principles govern- 
ing the subject matter and utterly 
devoid of all human sympathy or preju- 
dice; with a jury finding facts accord- 
ing to the rules of evidence based purely 
upon the testimony introduced on the 
trial as the basis for the judgment to be 
rendered in the cause. Actually there 
could be no greater misconception, es- 
pecially in the trial of life insurance 
cases, where on one side there is a widow 
with orphan children born and reared 
in the community in which the case is 
tried and on the other a foreign life in- 
surance company “with a permit to dc 
business in the state aforesaid”. The 
judge, though fair and impartial, has 
perhaps known the dead man for a life- 
time, knows the widow and the orphan 
children, and, of his own _ personal 
knowledge, their. usual dependency, and 
what the sum of money involved means 
to them. 


Jury Often Has 

Biased Opinion 

The jury, or at least a large majority 
of them, are often in the same attitude, 
except their responsibility to carry the 
law into effect is purely temporary and 
divided by twelve. As to the defendant 
company (with the exception that they 
think the amount involved is insignifi- 
cant as to it) they know but little and 
care less. They look upon it as merely 
a legal entity which exists in a distant 
state, which for a premium paid in the 
lifetime of the deceased, is to pay the 
face of the policy at death. They never 
come in contact with, know nothing 
of its methods or rules that govern it 
and never expect to, while in the great 
majority of cases they have spent their 
lives with the beneficiaries and will see 
and be with them for years to come. 


Human Nature Makes 
This a Difficult Task 


One who labors under the impression 
that the oath, the jury box and rail can 
change the nature of the average man to 
a cold blooded automatic machine that 
a jury is supposed to be, has had little 
actual experience in the court house, and 
knows less of human nature. Those 
who have had experience in the trial of 
cases will agree, I think, that the situ- 
ation has not been overdrawn and will 
further agree that the only successful 
way to meet it as it exists, and not as 
it should or ought to be. Upon the 
trial lawyer falls the responsibility of 
doing this. 

In speaking of the trial lawyer, I 
mean one who is courteous in conduct, 
sincere in purpose, fair and above board, 
who knows the rights of his client, and 
how to go into court and enforce and 
defend those rights, and who has the 
courage to do so, as distinguished from 
the wire pulling, jury fixing suborner of 


contact 


contrast as to how a 


perjury who is a criminal, never was an 
can never be a lawyer. 
Trial Lawyer Must 

Be Well Trained 

The trial lawyer must possess such an 


accurate knowledge of the principles oi 
life insurance law involved as to enabl: 


him to state the principles so clearly 
and simply as to be understood by a 
trial court who has but little, if any, ex 


perience in this branch of the law. In 
addition to this, he must thoroughly un 
derstand the rules of evidence, practice 
and procedure in the particular court in 
which he is engaged, which of them 
selves are often more complicated tha 


the substantive law involved. Other 
wise, his contention, however merito: 
ious, fails. His conduct and personalit 


must be pleasing as well as of a nature 
to inspire the confidence of both judge 
and jury to an extent that it will in 
some degree offset the usual sympathy 
and prejudice that exists. No rule can 
be fixed as to the conduct of the trial 
of a case other than a thorough prepar- 
ation of law and of the facts of the par- 
ticular cause. All cases, as well as 
their surroundings, are different. In the 
trial of cases the unexpected usually 
happens. Each situation has to be met 
by the ability and ingenuity of the law 
ver to cope with it as it arises. 


PROFITABLE AGENCY 
MANAGEMENT PLANS 


(CONTINUED FROM PAGE 11) 


in its functioning has to do with the 
more intimate and important affairs of 
civilized men, it would seem most im- 
portant that before men practice it they 
should know something of its various 
applications to human needs. In these 
days, life insurance is being intelligently 
divided in its functioning into the sev- 
eral needs of civilized men which it will 
serve. We hear a great deal of busi- 
ness insurance, corporation insurance, 
partnership insurance inheritance tax in- 
surance, and domestic insurance with 
all of its various forms; installment 
trust or pre-invested estates for a defin- 
ite period of years, and life incomes for 
certain designated beneficiaries. To un- 
derstand these several functionings of 
life insurance it is necessary to train the 
proposed salesman, in order to give him 
the status of an insurance counsellor 
more than that of the old time agent. 


School For Training 
of All New Recruits 


In our company, we have a school un 
der the direction of a seasoned and ex 
perienced educator, in which we train 
all of our new recruits to the agency 
plant. The agents are not required to 
come to the home office, but so far as 
possible the school is taken to the field 
where they are and are to be active To 
be more specific, the school is held 


the district or state manager's head- 
quarters, and we find by this method 
the men have the opportunity to write 


own territory during 
the term of school, since the hours of 
class work are only about three each 
day, and the afternoons are devoted en- 
tirely to field work under the direction 
of an experienced and seasoned sales 

man. We are reaching the point now 
where our branch office managers are 
able to take care of this field work with 
their men, and in consequence it only 
becomes necessary for the company to 
send one instructor from the home of- 
fice. 


business in their 


Robert Lynn Cox of the Metropolitan 
Life attended the American Life Con 
vention meeting. 
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Ladies Well Looked After 
By a Local Committee 


The ladly visitors to the Meeting were 
well looked after by a committee 
local women, wives of officials of the 
Pan American Life. On Wednesday 
there was a luncheon at the New Or- 
leans Country Club. The ladies were 
taken to the Orpheum theater Thursday 
evening. They were shown various in- 
teresting points in New Orleans and had 
loud praise tor the fair hostesses. 


Common Ofiicials Visit 
the French Quarter 


There were many pilgrimages to the 
quaint and novel French quarter of New 
Orleans, especially for dinner in the 
evening. The chief attractions were 
Antoines, Galatoire’s, Louisiane and 
Sazerac. Some dined at Turci’s, the 
Italian restaurant, and were charmed at 
the singing of Turci and his wife who 
came in from the kitchen to entertain 
the guests. Both formerly sang in the 
opera. 


Loud Noises Are Nemesis 
of the Legal Section 


The Legal Section was pursued by 
loud, raucous and ear-splitting noises. 
It started its sessions in an assembly 
room on the mezzanine floor. The street 
cars outside drowned out the speakers. 
Then an adjournment was taken to a 
smaller room and more satisfactory, but 
even at that the steam shove! at work 
nearby occasionally vied with the attor- 
neys in making sound waves. 

After battling Monday, first with noise 
and then noise and stuffiness in a small 
room, the Legal Section moved Tues- 
day to the big meeting room. It was 
a relief but the old steam shovel was 
frequently in evidence. In addition a 
pile driver added to the gayety of the 
proceedings Tuesday. 


Form Junior Association 


The Junior Association of the Ameri- 
can Life Convention has been organized, 
consisting of home office men under 30 
vears of age, holding official or depart 
ment head positions, No officers have 
been elected as yet nor have plans been 
formulated for the line of work to be 
undertaken The prime movers are 
James W. Stevens, 2nd., Illinois Life; 
red M. Simmons, Pan-American; Walt- 
“T ay, Peoria Life; J. J. Cadigan, 
.. New World Life; W. E Bixby. 


Kansas City Life 


Daniel Boone Taken II 


Daniel Boone, president of the Mid- 
land Life of Kansas City, was taken 
riously and suddenly ill while at the 
American Life Convention § meeting. 
His condition was acute, but he seems 
to be resting as comfortably as possible 
i New Orleans hospital. Special ac- 
m was taken by the convention 
Wednesday afternoon Flowers were 
sent together with a message of good 


will 
Mr. Boone was in rather bad shape 
Friday The doctors have not operated 
him but hope to get him home befor: 


t was done 


PROBLEMS ENCOUNTERED 
IN BUILDING COMPANY 
(CONTINUED FROM PAGE 16) 


the practice of exclusive territories 
gents or general agents, including 
me othce territory, or general agents’ 
tracts exclusive as to all the ce 
v's writings in a certain section or 
ill sections, is most unsatisfactory 
it times exceedingly troublesome 
experience gained through ob- 
tion, and from what I am-able to 
irn trom the experience of others in 
connection, it would appear that 
1 uch arrangement should be made 
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under any circumstances. Where indi- 
viduals desire to represent the company 
in home office territory they should be 
given no greater nor better contract 
than the company would offer an out- 
sider. 

Contracts to Be Made 

with Company’s Producers 


The preparation of a suitable contract 
to cover the appointment of producers 
resents the next problem, and the first 
suggestion to make in this connecti 
is that the contracts be uniform. When 


say uniform I mean that after adopt 
ng a scale of remunerations or com 
pensations or commissions which we 


intend to pay our produce rs we should 
follow it. Any deviation from the basis 
decided upon should be justified only by 
a consistent volume scale, so caretully 
worked out that at no time and under 
no circumstances does the acquisition 
cost exceed that adopted. 

Given a_ reasonable, moderate, fait 
contract, if it really is a contract, it 
should be enforced. Probably one of 
the most noticeable weaknesses and ex- 
travagances of newer companies is the 
failure to enforce and maintain the con- 
tracts with producers. If it is not the 
intention of the company in the first 
place to enforce the contract why is it 
made? And the same applies to the 
producer Since both did enter into 
the contract. the rights of both should 
be exercised in case of default on the 
part of either. 


Agency Executive 
Needed from Start 


We must have an agency manager or 
superintendent of agencies, or sales 
manager, as the case may be, from the 
very beginning of the company’s oper- 
ations. This man must be an execu- 
tive who has had experience in agency 
organization, because as stated hereto- 





ARTHUR FF. HALL, Port Wayne 
resident Lincoln National Life 
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Securing Producers— 
Whom and Where to Seek 
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Phe proodiem o securing producers 1s 


on e simples il easiest witl 
which the new company has contend 
] St Ss te me tha view pres 
ent day practices the new company 
should proceed on the theory that one 


ot the ways to get agents is to see how 
mat t can avoid. With the new com 
pany those agents who seek it out in 


the earher years tor the most part do 
not help much An agency organiza 
tion will not be built from this class 
and seeking live pros- 
not mean to lure men from 
other companies lt there is any one 
thing destructive in the business it is 
this practice. It is unbusinesslike, it is 
weak, and in 90 percent « 
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OHIO STATE LIFE 


INSURANCE COMPANY 


COLUMBUS, OHIO 


JOHN M. SARVER, President 


Life insurance is playing a tremendous part 
in administering to business, family and 
personal demands. It calls for men of the 
highest mold, industrious, far-seeing, sincere 
and conscientious to take part in this very 
important work. The Ohio State Life home 
office and agency organization seeks to 
measure up to the most exacting demands 
of life insurance in all its relationships. It 
seeks to promote the utmost good will. 


Agents wanted in Ohio, Indiana, Mich- 
igan, West Virginia, Kentucky, Texas, 
Pennsylvania, Oklahoma and California 
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Cleveland Life Insurance 
Company 
CLEVELAND, OHIO 


W. H. HUNT, President 


This company has a record for steady, 
consistent progress along substantial lines. 


No agent has to apologize for the in- 
demnity, service or the men behind the 
Cleveland Life. He does not have to 


pull the company. It has the push be- 
hind it. 


Have you investigated the opportunities 
open to you with this company ? 
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- The Globe Mutual Life Insurance Co. 
of Chicago, Illinois 


PROGRESS OF THE GLOBE 


In All Principal Items Over the Same Period 
Last Year 


33 per cent 
29 per cent 
23 per cent 
16 per cent 

9 per cent 
22 per cent 


Gain in Interest 

Gain in Issue 

Gain in Income 

Gain in Insurance in Force 
Gain in Assets .. 

Average Gain in All Items 


Claims adjusted by Radio, Telegraph and 
Special Delivery 


This is the last word in SERVICE 


T. F. BARRY, 
President, Genl. Mngr. and Founder 








_ MINNESOTA 


Just Opened by 


ockford Life 


Insurance Co. 
ROCKFORD, ILLINOIS 


For direct contract with Company, write to 


FRANCIS L. BROWN, 
Secretary and Manager 


ROCKFORD, ILLINOIS 
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cessful. Rather should we get men 
who will be honest and industrious, who 
will remain with the company and grow 
with it, who are loyal, and whom no 
company can get away from us. 

The next problem is where to find 
these men. There is an old saying that 
salesmen are born, not made. I believe 
this thoroughly, but I also believe that 
there are innumerable salesmen who are 
born salesmen and who do not know it 
—the man has the natural ability to sell, 
but he has not had brought home to 
him the necessary inspiration. He may 
be a clerk, a taxi driver, a cashier, but 
he has that natural ability to sell, only 
needing the development to bring it 
out. So the big item in getting men 
today is not so much where to find them 
as it is to get men with the apparent 
qualifications and train them. 


Younger Men for 
Younger Companies 
Taken all in all an approximately apt 

slogan in this connection would be 

“The younger men tor the younger 

companies.” I do not mean to savy that 

we should not hire older men, but a 

voung man will grow with the comp: 

and there is more chance ot his be 


ing permanent 

The problem of increasing the pre 
duction of the company is indeed a for 
midable one for the new company In 


crease may be effected either by 
to the number of producers, or by rais 


ing the efficiency of those already pri 
ducing, or by both methods As a 
matter of expediency it would appear 
that the first and soundest thing to do 
is to increase the efficiency of those 
producers which the company has, and 
then in a gradual, systematic way s¢ 
cure new agents and train them, so 
that a slight increase in the number ot 


hand in hand with = the 


the company. 


agents goes 


progress of 


Punctuality the Rule 


President Reynolds called the sessions 


De «csawe av kh 
IFC 
IBC 


Peoria oe 
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Kansas City Life . BC 
A 
American Central ... 11 
American '.ife Reins 14 
American Mutual Life 18 
American National . l 
B 
Bankers Life 24-25 
Rankers Reserve Lifes i2 
Bank Savings Life 5 
Business Men's Assur it 
‘ 
Capitol Lif 18 
Cedar Rapids Lif« 9 
Central States Lif« 0 
Cleveland Lif | 


Columbia Life 14 


Commonwealth Life 31 
F 
Farmers & Banker 12 
Federal Life 20 
Federal Union Life 22 
Franklin Life 29 
G 
George Washington Lif: 31 
Globe Mutual Life 52 
Great Northern Life 38 
Great Republic Life 48 
Great Southern Lif« oa 
Guaranty Life 36 
I 
Illinois Life . eo 
International Life : 15 
International Life & Trust 45 


Inter-Southern Life ..... . 21 


October 17, 1924 


to order on the dot. He gave notice 
early in the meeting that the scheduled 
time on the program would be followed 
religiously, 

Insurance Commissioner T. S. Me- 
Murray oi Indiana was the only com- 
missioner at the convention. 





Banquet Enjoyable Affair 
The American Life Convention ban- 
quet was presided over by President 
J. B. Reynolds, who was presented by 
President Ellis of the Pan American 


Life. The only speaker was Job Hedges 
of the Life Presidents’ Association. 
The musical entertainment was fur- 


nished by the Pan American Life band 
and the Pan American Life ladies’ choral 
society. Both organizations acquitted 
themselves most creditably. 


Given a Taste of Summer 

New Orleans gave the American Life 
Convention a taste of its warm weather 
Thinner clothing was brought out. The 
overcoats brought by the northerners 
were decidedly out o place 

[The nominating committee of the 
Legal Section consisted of W. C 
Wells, Lamar Life, chairman; D. W 
Simms, Lafayette Life; J. C. Jones, Sr 
American National of St. Louis 
number registe 
vious conventions 
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Henry F. Tyrrell, legislatis sel « 
and Job 


the Northwestern Mutual Life, 
Hedges, general counsel of the Life 
Presidents Association, were mingling 
with the fraternity at New Orleans. 


Maj. C. A. Atkinson of the Federal 


Life and Col. Dan W. Simms of the 

Lafavette Life are the veterans of the 

Legal Section. 
L 
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Lamar Life . ne $7 

Lincoln National Life d 

Louisiana Life 4 
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Massachusetts Mutual Life o a 

Michigan Mutual Life 34 

Mid-Continent Life . 40 

Midland Life : 41 
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Ohio National Life ‘ 

Ohio State Lif 51 

Old Colony Life ‘ 19 
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Pan American Life 23 

Pilot Life 6 
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Royal Union Lifs 26-27 
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San Jacinto Life 49 
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COMPANY'S BUILDING 


Peoples Life Insurance Company 


FRANKFORT, INDIANA 
(‘‘The Friendly Company’’) 








WO MILLION EIGHT HUNDRED SEVENTY-EIGHT THOUSAND 

FIVE HUNDRED FORTY-SIX DOLLARS IN SECURITIES 

DEPOSITED WITH THE STATE OF INDIANA FOR PROTECTION 
OF POLICYHOLDERS. 











Peoples Life is a Legal Reserve Old Line Company, issuing standard policies 
at low rates on all ages from 1 to 60 inclusive. This gives our salesmen a dis- 
tinct advantage and an opportunity to render a special service. 








Peoples Life reinsured the Century Life 
Insurance Company March 10th, 1924 





Insurance in force December 31st, 1923 . . . $27,004,490.00 
Insurance in force July Ist, 1924 ....... $38,023,768.00 


Splendid Agency Openings in the Following States: 


Indiana Illinois Ohio Michigan 
Arkansas Tennessee Texas lowa 


ADDRESS THE COMPANY 
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Kansas City Life 


Insurance Company 


HAS ADOPTED 


A Forward Program 


looking to the more intensive cultivation of our present field and the 
opening of new territory as the expansion of our sales force demands. 


Our agency educational policy has developed a high type of sales- 
man, resulting in a higher individual production and likewise a higher 
renewal experience. 


Splendid opportunity is offered in our Field Department to men 
and women who are entering the life insurance profession. Our 
State Manager plan means the character of assistance that beginners 


appreciate. 


Our policies are modern and can be made to fit every insurance 
need. 


Our HOME-OFFICE CO-OPERATION with the FIELD 
DEPARTMENT has built an organization responsible in a large part 
for the rapid and substantial growth of the Company. 


The completion of our new Home Office Building enables us to 
render a greater service to a larger group. 





OPERATING IN TWENTY-EIGHT STATES 


ASSETS - - - - = = = = = = = §$ 33,000,000.00 
INSURANCE IN FORCE - - - - - - - $280,000,000.00 
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